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SECTI ON 101(h): TREASURY AND GENERAL GOVERNMENT APPROPRI ATI ONS ACT
1999

The conferees on HR 4328 agree with the matter inserted
in this subsection of this conference agreenent and the
followi ng description of this matter. This matter was
devel oped t hrough negotiations on the differences in the
House and Senate versions of H R 4104, the Departnent of
Treasury and General Governnment Appropriations Act, 1999, by
menbers of the appropriations subcomrittee of both the House
and Senate with jurisdiction over H R 4104.

The conference agreenent on the Treasury and Genera
Gover nnent Appropriations Act, 1999, incorporates sone of the
| anguage and al |l ocations set forth in House Report 105-592
and Senate Report 105-251. The | anguage in these reports
shoul d be conplied with unless specifically addressed in the
acconpanyi ng statenent of nmanagers.

Senat e Anendnent: The Senate del eted the entire House bil
after the enacting clause and inserted the Senate bill. The
conference agreenent includes a revised bill.

Thr oughout the acconpanying expl anatory statenent, the
managers refer to the Coormittee and the Conmittees on
Appropriations. Unless otherwi se noted, in both instances the
managers are referring to the House Subconm ttee on Treasury,
Postal Service, and General Governnent and the Senate
Subcommittee on Treasury and Ceneral Governnent.

Reprogramm ng and Transfer of Funds Gui delines

Due to continuing issues associated with agency requests
for reprogramm ng and transfer of funds and use of
unobl i gat ed bal ances, the conferees have agreed to
reprogranm ng gui delines included in House Report 105-592.
Those gui delines shall be conplied with by all agencies
funded by the Treasury and Ceneral Governnent Appropriations
Act, 1999:

1. Except under extraordinary and energency situations, the



Committees on Appropriations will not consider requests for a
reprogranmng or a transfer of funds, or use of unobligated
bal ances, which are submtted after the close of the third
quarter of the fiscal year, June 30;

2. Cearly stated and detail ed docunentati on presenting
justification for the reprogranm ng, transfer, or use of
unobl i gat ed bal ances shall accompany each request;

3. For agencies, departnents, or offices receiving
appropriations in excess of $20,000,000, a reprogramrng
shall be submtted if the amount to be shifted to or from any
obj ect class, budget activity, programline item or program
activity involved is in excess of $500,000 or 10 percent,
whi chever is greater, of the object class, budget activity,
programline item or programactivity,;

4. For agencies, departments, or offices receiving
appropriations |ess than $20, 000,000, a reprogranmm ng shal
be submtted if the amount to be shifted to or from any
obj ect class, budget activity, programline item or program
activity involved is in excess of $50,000, or 10 percent,
whi chever is greater, of the object class, budget activity,
programline item or programactivity,;

5. For any action where the cunul ative effect of bel ow
t hreshol d reprogramm ng actions, or past reprogranm ng and/or
transfer actions added to the request, would exceed the
dol I ar threshold nmenti oned above, a reprograming shall be
subm tted;

6. For any action which would result in a major change to
the programor itemwhich is different than that presented to
and approved by either of the Coormittees, or the Congress, a
reprogranm ng shall be submtted;

7. For any action where funds earmarked by either of the
Committees for a specific activity are proposed to be used
for a different activity, a reprogramm ng shall be submtted;
and,

8. For any action where funds earmarked by either of the
Committees for a specific activity are in excess of the
project or activity requirenent, and are proposed to be used
for a different activity, a reprogramm ng shall be submtted.

Additionally, each request shall include a declaration
that, as of the date of the request, none of the funds
i ncluded in the request have been obligated, and none will be



obligated, until the Conmttees on Appropriations have
approved the request.

TI TLE | - - DEPARTMENT OF THE TREASURY

Departnental O fices

sal ari es and expenses

The conference agreenent appropriates $123, 151, 000 for
Departnmental O fices instead of $122,889, 000 as proposed by
t he House and $120, 671, 000 as proposed by the Senate. The
anmount appropriated includes: $3,704,000 for mandatory cost
i ncreases; an additional $470,000 for the Ofice of Tax
Pol i cy; an additional $255,000 for the Ofice of Econom c
Pol i cy; an additional $499,000 for International Affairs
Pol i ci es and Prograns; an additional $801, 000 for Enforcenent
Pol i ci es and Progranms; an additional $866,000 for the Ofice
of Foreign Assets Control; an additional $239,000 for Fisca
and Fi nancial Policies and Prograns; and an additi onal
$300, 000 for Treasury-w de managenment policies and practices.
The conferees are aware that additional funds in the anmount
of $1,238,000 are required in fiscal year 1999 for Year 2000
conpl i ance. The conference agreenent al so includes funding to
all ow the Departnment to provide no nore than $500,000 in
contract awards to the National Law Center for Inter-American
Free Trade as proposed by the House.

The conferees have agreed to provide an additiona
$1, 200,000 within this account for the Under Secretary of
Enf orcenent to continue the operations of the Ofice of
Pr of essi onal Responsibility, should he so desire, as proposed
by the Senate.

The conference agreenent includes | anguage which provides
that the O fice of Foreign Assets Control shall be funded at
no | ess than $6, 560, 800 as proposed by the Senate instead of
$5, 517, 000 as proposed by the House. The conferees have
i ncl uded | anguage aut horizing the Departnment to charge both
direct and indirect costs to the O fice of Foreign Assets
Control in the inplenmentation of this floor.

The Senate bill included | anguage in this and a nunber of



ot her accounts which provides that funds appropriated in this
Act may be used for Year 2000 conputer conversion costs
pending the availability of funding for that purpose in a
separate appropriation. The conferees have del eted that

| anguage in each instance in which it occurs and have instead
i ncluded a new general provision (Section 513) to permt the
use of funds provided in this Act to initiate or continue
projects or activities to the extent necessary to achieve
Year 2000 conputer conversion until such tine as suppl enent al
appropriations are provided for those activities.

The conference agreenent del etes | anguage proposed by the
House whi ch provi des conpensation for |osses incurred due to
the denial of entry into the United States of certain
firearms. The conferees have included | anguage in Title VI
(Section 646) of the bill to provide for this relief through
t he use of the Judgenent Fund, as proposed by the Senate.

treasury | aw enforcement vehicles

No |l ater than 90 days after enactment of this Act, the
Departnent shall submt to the Cormittees on Appropriations
directives to inmplenment the nanagenent of |aw enforcenent
vehicl e usage in the Departnent. These directives shal
i ncl ude: devel opnment of a Departnent-w de vehicl e managenent
systemto ensure adequate oversi ght of vehicle usage;
st andards and procedures for full conpliance with home-to-
wor k regul ati ons on vehicle use; verifiable determ nation
that vehicle use throughout the Departnent is in support of
| aw enforcenment purposes only; and inplenmentation of a |og
tracking systemby activity and specific use of |aw
enf orcenent vehi cl es.

under secretary for enforcenent

The conferees direct the Departnent of the Treasury to
submt, with its fiscal year 2000 budget request, detailed
budget justification materials for the Ofice of the Under
Secretary for Enforcenent.



O fice of Professional Responsibility

sal ari es and expenses

The conferees agree to provide no separate funding for the
O fice of Professional Responsibility (OPR) in fiscal year
1999 as proposed by the Senate, but instead have provided
adequate funding within the Departnmental O fices
appropriations for the Under Secretary for Enforcement to
continue the work of this office should he so desire. The
conferees expect that the Department also will use
approxi mately $350, 000 in reprogramm ng authority, the
antici pated share of the unobligated bal ance of funds at the
end of fiscal year 1998, to augnent this appropriation.

In fiscal year 1998, the Under Secretary for Enforcenent
was charged with tasking OPR to conduct a conprehensive
review of integrity issues and other nmatters related to the
potential vulnerability of the United States Custons Service
to corruption, to include exam nati on of charges of
prof essi onal m sconduct and corruption as well as anal ysis of
the efficacy of departnental and bureau internal affairs
systens. The conferees expect that this work will continue,
and that it will be in conjunction with related efforts
funded through the Custons Integrity Awareness Program

Aut omat i on Enhancenent

The conferees agree to provide $28, 690, 000 for Autonmation
Enhancenent instead of $31, 190,000 as proposed by the House
and $28, 990, 000 as proposed by the Senate. The anount
provi ded shall be transferred as foll ows:

Cust ons Service. --%$8, 000,000 for the Automated Conmerci al
Envi ronnment .

Bureau of Al cohol, Tobacco, and Firearns.--%$3, 700,000 for a
human resources systemre-engi neering pilot program

Departnental O fices.--%$16,990, 000, of which $5,400,000 is
for the International Trade Data System of which $6,577, 000
is for Departnent-w de human resources re-engineering program
managenent and i npl ementation, of which $3,813,000 is for
Departnental Offices productivity enhancenent, of which



$1, 000,000 is for the Treasury Vehicle Managenment System and
of which $200,000 is for Departnment-w de inplenentation of
the Treasury Information System Architecture FranmeworKk.

The conferees agree that the funds provided shall remain
avai l abl e until Septenber 30, 2000, as proposed by the House
rather than remain available until expended as proposed by
t he Senate.

The conferees are aware that additional funds in the anmount
of $2,762,000 are required in fiscal year 1999 for Year 2000
conpl i ance.

AUTOVATED COWVMERCI AL ENVI RONMENT

The conferees agree to provide $8,000,000 for the Custons
Service ACE project, with the
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provi so that $6, 000,000 shall not be avail able for obligation
until the Treasury's Chief Information Oficer, through the
Treasury I nvestnent Review Board, concurs on the plan and

m | estone schedul e for the depl oynent of the system

Furt hernore, $6,000,000 shall not be obligated until the
Commi ssi oner of Custons provides to the Conmittees on
Appropriations an Enterprise Information Systens Architecture
(EI'SA) for Custons that covers all Custons' areas of

busi ness--not just trade conpliance. For the EISA to be
acceptable, it must conply with the Treasury Infornmation
Systenms Architecture Framework, include neasures to

enforce conpliance, and be approved by the Treasury

I nvest ment Revi ew Boar d.

The conferees are pleased with the efforts nade by the
Treasury Departnment to exercise sone nmanagenent
responsibility for the ACE project, which represents an
enornous information technol ogy i nvestnent for the Depart nent
and Custons. Cl ear benefits are already being seen in the
quality of analysis applied to investment decisions, and
coordination with other information technol ogy projects such
as the International Trade Data System (I TDS). The conferees
support the continued exercise of strong oversight by the



Treasury Departnent over this project.
Fi nanci al Crinmes Enforcenent Network

The conferees agree to provide $24, 000, 000 as proposed by
t he House instead of $23,670,000 as proposed by the Senate.
In addition, the conferees agree that the funds shall be
avail able with no earmark for the GATEWAY program as had
been proposed by the Senate.

TREASURY FORFEI TURE FUND

The conferees expect that the super surplus for the
Treasury Forfeiture Fund will continue to be large in fisca
year 1999, and direct the Departnent to provide the
Committees its plan for intended use of these resources in a
tinely fashion, as well as in its presentation of the fisca
year 2000 budget request.

The conferees support the use of the super surplus to
further advance Treasury Departnent | aw enforcenment prograns,
and acknow edge the Departnent's plan to use its surplus for
a variety of activities. The conferees direct the Departnment
to use $11,012,000 as follows: $5,512,000 for the
construction of a P-3 hangar in Corpus Christi, Texas, for
the United States Custons Service; $4,000,000 for the
CEASEFI RE/ I BI S program and $1, 500, 000 for the d oba
Transpark Custons Information Project. The conferees al so
agree that super surplus funds may be used for repl acenent of
| aw enforcenent vehicles, instead of the prohibition proposed
by the Senate.

Violent Crine Reduction Prograns

The conferees agree to provide $132, 000, 000 as proposed by
t he House and Senate. This ambunt is to be used as follows:

Bur eau of Al cohol, Tobacco and Firearns:

GREAT administration/training............... .. .0 i . $3, 000, 000
GREAT Program Grant S. ... .. ... e e e 13, 000, 000
Custons Servi ce:



Narcotics detection technology......... ... .. ... .. .. ... ..... 54, 000, 000
Passenger processing initiative....... ... ... ... ... ... .. .... 9, 500, 000
Canopy CONSEruUCti ON. ... .. . 972, 000
Child pornography investigation........... ... ... ... ......... 1, 000, 000
Subtotal, Customs Service............... ... . ... ... 65, 472, 000
Secret Service:
Counterfeiting investigations.............. .. .. . .. .. ... 5, 000, 000
Forensic technology and assistance.......................... 2, 000, 000
NCVEC aSSi St ANCe. . . . o o e e e e e e e e e e e 1, 196, 000
2000 canpaign protection........... ... . i 7,732,000
Vehicle replacement. . ... ... ... . . .. . 6, 700, 000
Subtotal, Secret Service............ ... ... . . . . .. ... ... .. 22,628, 000
Fi nanci al Crinmes Enforcenent Network
Cyberpaynment studi es. .. ...... ... 800, 000
Suspicious Activity Report analysis........... ... .. .. .. .. ..... 300, 000
Support for State & local GATEWAY. .. ... ... ... . . ... 200, 000
Money laundering regulations............. . . . . . . . .. 100, 000
Subtotal, FInCEN. ....... . .. .. . 1, 400, 000
Interagency Crine and Drug Enforcenment..................... 24,000, 000
O fice of National Drug Control Policy:
Model State Drug Law Conferences............ .. ... .. ... ...... 1, 000, 000
High Intensity Drug Trafficking Areas....................... 1, 500, 000
Subtotal, ONDCP. . ..... ... . e e 2,500, 000
Bur eau of Al cohol, Tobacco and Firearns
The conferees agree to provide $3,000,000 to ATF for the
managenment of the GREAT program as proposed by the House
rather than in the ATF Sal aries and Expenses appropriation as

proposed by the Senate. The funding proposed by the Senate
for | aboratory and investigative support is funded under
ATF' s Sal aries and Expenses appropriation.



GANG RESI STANCE EDUCATI ON AND TRAI NI NG

The conferees agree to provide $13, 000,000 to ATF, instead
of $10, 000, 000 as proposed by the House and $13, 239, 000 as
proposed by the Senate for grants to | ocal |aw enforcenent
organi zations for the Gang Resistance Education and Trai ning
(GREAT) program The GREAT program has been
ent husi astically endorsed by communities in Col orado,

North Carolina and Wsconsin. The conferees direct that
qualified | aw enforcenent and prevention organi zati ons
fromthese areas be funded under GREAT.

The conferees are aware of concerns about the |ack of a
| ong-term eval uati on of the inpact of this program
Therefore, the conferees urge ATF to contract with the
Nat i onal Acadeny of Sciences, Conmittee on Law and Justice,
to conduct an independent eval uation of the GREAT program

Custonms Servi ce

The conferees agree to provide $65, 472,000, instead of
$66, 472, 000 as proposed by the House and $54, 000, 000 as
proposed by the Senate. Wthin these funds, the conferees
i ncl ude $54, 000, 000 for narcotics detection technol ogy,
$9, 500, 000 for passenger processing, $972,000 for canopy
construction, and $1, 000,000 for additional technol ogies
associated with the child pornography cyber-snuggling
initiative. The conferees agree that $2,400,000 of the
Custons Sal ari es and Expenses account should be used for the
cyber-snuggling initiative, as proposed by the Senate.

Secret Service

The conferees agree to provide $22, 628,000, instead of
$14, 528,000 as proposed by the House and $15, 403, 000 as
proposed by the Senate. Wthin these funds, the conferees
i ncl ude $5, 000,000 for counterfeiting investigations,
$7, 732,000 for campaign protection activities, $6,700,000 for
vehi cl e repl acenent, and $3, 196,000 for forensic and rel ated
support of investigations of mssing and exploited children.
O the amobunts provided for m ssing and exploited children,



the conferees agree to provide $1, 196,000 for the continued
operations of the Child Exploitation Unit at the Nationa
Center for M ssing and Expl oited Children.

Fi nanci al Crinmes Enforcenent Network

The conferees agree to provide $1, 400,000 for Fi nCEN as
proposed by the Senate, instead of no funding as proposed by
the House. Wthin these funds, the conferees include $800, 000
for cyberpaynment studies; $300,000 for Suspicious Activity
Report anal ysis; $200,000 for training and support for State
and | ocal GATEWAY participation; and $100, 000 for noney
| aunderi ng regul ati ons.

Federal Law Enforcenent Training Center

The conferees agree to provide no VCRTF funding for FLETC
as proposed by the House, instead of $1,158,000 as proposed
by the Senate. The affected prograns--rural |aw enforcenent
trai ning and equi pment replacenment--are funded in FLETC s
Sal ari es and Expenses appropriation.

I nteragency Crine and Drug Enforcenent

The conferees agree to provide $24, 000,000 for |CDE as
proposed by the House, instead of $45, 000,000 as proposed by
the Senate. An additional $51,900,000 is provided in the
I nt eragency Law Enforcement account. The total of $75, 900, 000
fully funds the President's request.

O fice of National Drug Control Policy

The conferees agree to provide $2,500, 000 for ONDCP
i nstead of $14, 000,000 as proposed by the House and no
fundi ng as proposed by the Senate. $1, 000,000 of this funding
woul d cover the costs of continuing support for Mdel State
Drug Law Conferences, as proposed by the House. $13, 000, 000
proposed by the House for continued funding for the
technol ogy transfer programrun by the Counterdrug Technol ogy
Assessnment Center will instead be funded in the ONDCP



Sal ari es and Expenses account, as proposed by the Senate.
High Intensity Drug Trafficking Areas

The conferees agree to provide $1,500,000 in additiona
fundi ng for the MIwaukee, Wsconsin HI DTA.

Federal Law Enforcenent Training Center

SALARI ES AND EXPENSES

The conferees agree to provide $71, 923,000 as proposed by
t he House instead of $66, 251,000 as proposed by the Senate,
including up to $13,843,000 to be used for materials and
support costs. The conferees agree to | anguage proposed by
the Senate to permt funding for travel expenses of non-
Federal personnel to attend course devel opnent neetings and
trai ning sponsored by the Center. The conferees also agree to
mai ntain existing statutory | anguage affecting the authority
to provide funding for student athletics and student interns,
as proposed by the Senate.

GREAT TRAI NI NG

The conferees agree to include new | anguage, as proposed by
the Senate, to authorize the Center to provide training for
the Gang Resi stance Education and Trai ning programto Federal
and non- Federal personnel at any facility in partnership with
ATF.

FI REARMS TRAI NI NG SYSTEMS

The conferees direct the Federal Law Enforcenent Training
Center, in consultation with their interested client |aw
enforcenent agencies, to exam ne and evaluate all avail able
firearnms training technol ogies for systenms providing the
greatest cost effective nulti-application benefit for
firearnms training of | aw enforcenent personnel. The conferees



are aware of current technol ogies, such as the BEAVH T
targeting system and plastic cased anmunition, which appear
to
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of fer cost benefits and systens flexibility for nmultiple
training activities and greater sensitivity for environnental
protection.

Acqui sition, Construction, Inprovenents, and Rel ated Expenses

The conferees agree to provide $34, 760, 000, instead of
$28, 360, 000 as proposed by the House and $15, 360, 000 as
proposed by the Senate. This ampunt includes $6, 400, 000 for
construction of new facilities at Artesia, New MeXico,
required to nmeet the Center's basic training requirenments.

I nt eragency Law Enf or cenent
I nteragency Crine and Drug Enforcenent

The conferees agree to provide $51, 900, 000 for | CDE as
proposed by the House. An additional $24, 000,000 is provided
in the Violent Crine Reduction Prograns account. The total of
$75, 900,000 fully funds the President's request.

Fi nanci al Management Service

sal ari es and expenses

The conference agreenent appropriates $196, 490,000 for the
Fi nanci al Managenment Service (FMS) as proposed by the Senate
instead of $198, 510, 000 as proposed by the House.

The conferees have agreed with the proposal of the Senate
on the funding level for the FM5 which reflects a reduction
of $6, 000, 000 for Year 2000 conversion costs which will be
avail able for FM5 from a separate appropriation. The
conferees received conflicting information fromthe
Departnment of the Treasury about what the FMS's needs are for



this purpose. Therefore, the conferees have assuned the

hi gher nunmber. The conferees understand and fully appreciate
t he need for FMS equi pnent to be Year 2000 conpliant and note
that the Departnent does have authority to transfer funding
to FMS from ot her accounts within the Departnent under
Section 114 of this Act should that becone necessary.

The conference agreenent del etes | anguage proposed by the
Senate del aying the availability of $4,500,000 for postage
costs until Septenber 30, 1999, and | anguage proposed by the
Senate stating that funds shall continue to be provided to
the United States Postal Service for postage due.

debt collection inprovenent account

The conferees have agreed to delete funding for the Debt
Col l ection | nprovenent Account proposed by the Senate. The
House bill contained no simlar provision.

Feder al Fi nanci ng Bank

The conference agreenent provides $3, 317,960,000 for the
i quidation of debts by the Federal Financing Bank instead of
$3, 317, 690, 000 as proposed by the Senate. The House bil
contained no simlar provision.

Bur eau of Al cohol, Tobacco and Firearns

sal ari es and expenses

The conferees agree to provide $541, 574,000, instead of
$530, 624, 000 as proposed by the House and $529, 489, 000 as
proposed by the Senate. This includes $2,000, 000 for the
Violent Crime Coordinators program and $4, 500, 000 for
expansi on of the National Tracing Center, as proposed by the
Senate. The conferees agree that $2,206,000 of this funding
will not be available for obligation until Septenber 30,
1999, as proposed by the House.

The conferees are aware that additional funds in the anmount
of $5,000,000 are required in fiscal year 1999 for Year 2000



conpl i ance.

The conferees agree to increase the limt for purchase of
police-type vehicles to 812, as proposed by the House. The
conferees direct the Under Secretary for Enforcenent to
exerci se strong oversight with regard to any additi ona
purchases in keeping with Departnent-w de efforts (addressed
under Departmental O fices, above) to manage the use,
al l ocation and acquisition of |aw enforcenent vehicles. Wile
nei t her the House nor Senate provided funding for this
pur pose, the conferees agree to provide $3, 700, 000 for
vehicl e repl acenent as the Admi nistration had requested.

The conferees agree to authorize up to $15,000 for official
reception and representati on expenses, instead of $20,000 as
proposed by the House and $12, 500 proposed by the Senate.

The conferees agree to retain the linmtation of $1, 000, 000
in authority to fund the equi pping of vessels, vehicles or
aircraft available for official use by a State or |ocal |aw
enforcenent agency for use in joint |aw enforcenent
operations with ATF and for the paynent of overtine salaries,
travel, fuel and other costs for State and | ocal | aw
enforcenent personnel, including sworn officers and support
personnel, as proposed by the House. The conferees note that,
while this maintains a limtation, unlike the Senate
proposal, it allows such funding to be used for |aw
enforcenent operations other than drug-rel ated ones, and
clarifies that it enconpasses support personnel as well as
sworn | aw enforcenment officers.

The conferees agree that per di em and/ or subsistence
al | owmances may be paid to enpl oyees for extensive overtine
requi red when an enpl oyee is assigned to a National Response
Team during the investigation of a bombing or arson incident,
as proposed by the Senate, rather than sinply for a major
i nvestigative assignnent, as proposed by the House.

youth crime gun interdiction initiative
The conferees strongly support ATF' s efforts to stop

illegal trafficking of crime weapons to young people and its
statistical analysis in " The Crine Gun Trace Anal ysis



Reports: The Illegal Youth Firearnms Markets in 17
Communities'', published in July 1997. However, the conferees
bel i eve that the proposed increase in funding nust be
supported by evidence of a significant reduction in youth
crime, gun trafficking and availability. The conferees would
like to see additional evidence |linking the Youth Crime Gun
Interdiction Initiative (YCGI1) to a correspondi ng decrease
in gun trafficking anong youths and m nors. Therefore, the
conferees direct ATF to report no later than February 1,
1999, on the performance of YCA I

The conferees further believe that an investnent in
experienced trafficking agents to conduct investigations
arising out of |eads obtained through this regiona
initiative is likely to have a significant inpact on the
nunmber of prosecutions for illegal firearnms trafficking. As a
result, the conferees direct that, of the $27, 000, 000 to be
provided for YCG I efforts, $16, 000,000 be used to hire 81
experienced trafficking agents to expand the YCG 1| efforts in
the 27 pilot cities. As part of the expansion, the conferees
recommend that not | ess than $2, 400, 000 be used for the
addi tion of 12 experienced trafficking agents, including 3 in
M | waukee, Wsconsin, to inplement a nultifaceted regiona
enforcenent strategy within the M dwest region. The conferees
request that ATF give strong consideration to Aurora, CO
Denver, CO and Omha, NE, as it determ nes new | ocations for
YCA | .

ceasefire

The conferees agree to provide $2,000,000 for continued
expansi on of the CEASEFIRE/IBIS program and expect that this
will be used to meet requests for new equi pnent and rel ated
installation costs. The conferees also direct the Secretary
of the Treasury to provide $4,000,000 to ATF fromthe
Treasury Forfeiture Fund to allow ATF to provi de CEASEFI RE
technology to eligible State and | ocal |aw enforcenent
organi zati ons who have requested this equi pnent.

Col | ecti on and Mai ntenance of Federal Firearns Li censee Records



The conferees agree that there does not appear to be a
written policy regarding the collection and mai nt enance of
records on the acquisition and disposition of firearns by
Federal firearms |licensees for use in crimnal or civil
enforcenent or firearns trace systens, in particular with
regard to the length of tinme such records are kept.
Therefore, the conferees direct ATF to devel op such a witten
policy and provide a copy of that witten policy to the
Comrittees on Appropriations no later than March 31, 1999.
This is in lieu of the direction by the House to provide the
House Conmittee with a report on efforts to inprove its
practices within 90 days after enactment of this bill

Contraband Cigarettes

The conferees direct ATF to continue to fully fund its
i nvestigations of diversion and trafficking of contraband
cigarettes, particularly on Indian [ands. The conferees are
pl eased to see that recent investigations have borne fruit in
a nunber of arrests in Cklahoma and Kansas. The conferees
understand that the current investigation in Cklahoma and
Kansas is estimated to cost up to $2, 000,000 and t hat
nati onwi de investigation will cost approximtely $8, 000, 000.

United States Custons Service

sal ari es and expenses

The conferees agree to provide $1, 642, 565, 000, instead of
$1, 638, 065, 000 as proposed by the House and $1, 630, 273, 000 as
proposed by the Senate. $9, 500,000 is delayed for obligation,
instead of the del ays proposed by the House and the Senate.

The conferees agree to restrict purchase of vehicles to 550
for replacenment only, as proposed by the House, rather than
985, as proposed by the Senate. The conferees direct the
Under Secretary for Enforcement to exercise strong oversight
over any purchases of new vehicles in keeping with
Departnent-w de efforts (addressed under Departnental
O fices, above) to manage the use, allocation and acquisition



of Iaw enforcenent vehicles. The conferees al so agree that
$500, 000 of the appropriation should be used to fund
expansi on of services at the Vernont World Trade O fice, as
proposed by the Senate. The conferees also agree to increase
the limtation on representation funding to $40, 000, instead
of $30, 000 as proposed by the House and Senate.

The conferees agree to provide $2,500,000 to remain
avai |l abl e until expended for the costs of relocation of the
New Ol eans Air Branch from Bell e Chase, Louisiana, to
Hammond, Loui si ana.

Customs Integrity Awareness Program

The conferees agree to provide $6, 000,000 to the Customns
Service, fully funding the new Custons Integrity Awareness
Program (Cl AP), as proposed by the House, instead of
$4, 200, 000 as proposed by the Senate. The conferees direct
the Secretary of the Treasury to be fully engaged in Cl AP,
provi di ng necessary oversi ght and assistance to the Custons
Service Ofice of Internal Affairs in order to achieve
program goal s.

Chil d Pornography

The conferees strongly support Custons |eadership in
stopping the vile traffic in child pornography and are
pl eased with its recent successful takedown of a mgjor
i nternati onal pornography organization. To continue this
success, the conferees agree to set aside $2,400,000 of the
Cust onms appropriation to double the staffing and resources
for the child pornography cyber-snuggling initiative, as
proposed by the Senate, instead of
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$2, 000, 000 proposed by the House to be funded through the
Violent Crinme Reduction Trust Fund. In addition, the
conferees agree to include $1,000,000 in the Violent Crine
Reduction Trust Fund for technol ogy support for this
initiative.



Custons | nspection Services for International Air Cargo

The conferees are concerned about the availability of
Custons Service personnel to provide inspection services for
airports that are seeing increased traffic or project such
i ncreases as part of regional devel opnent patterns. In many
| ocati ons Custons has been asked to initiate or expand the
| evel and availability of such services. The conferees
understand that decisions to allocate inspection personne
must be based on availability of staff and funding, and
shoul d al so be a function of the |evel of current or expected
traffic, as well as concerns about enforcing trade | aws and
countering snuggling threats. At the same time, the conferees
recogni ze that some airports, such as Dulles Internationa
Airport, Mam International Airport, and Fort Lauderdale
International Airport, are experiencing growh and may have
good cases for initiating or increasing cargo traffic
operations, which are dependent on the availability of
specific Custons inspection services. The conferees therefore
urge the Custons Service, as it undertakes to establish a
conpr ehensi ve nodel for assessing and allocating its
i nspection and investigative staff, to work closely with the
airport authorities and the trade community to ensure that it
will neet requirenents for new and expanded service. The aim
of such a process should be allocation of staff and resources
that is in the best interest of regional economc interests,
trade, and the m ssion of the Custons Service.

Oper ati ons, Maintenance and Procurenent, Air and Marine Interdiction
Pr ogr anms

The conferees agree to provide $113, 688, 000, instead of
$100, 688, 000 as proposed by the House and $113, 488, 000 as
proposed by the Senate. No funding for this account would be
del ayed, as had been proposed by the Senate, and there is no
earmark for activities in South Florida and the Cari bbean, as
had been proposed by the Senate. This nunber includes an
addi ti onal $1, 000,000 for increased support for operations
and upgrades for equiprment for the marine enforcement program
and $14, 200, 000 for Bl ack Hawk helicopter program support.



Bl ack Hawk Helicopters

The conferees have included $14, 200,000 to restore three
off line Black Hawk helicopters to an operational readiness
condition and provide for increased operation and mai ntenance
requi rements for Custons' helicopter conponent. The conferees
understand that this funding will permt Customs to
i ncrease Black Hawk flying hours from 18 to 30 hours per
nonth. The conferees direct the Custons Service to
maxi m ze the m ssion operability of all sixteen Bl ack Hawk
hel i copters assigned to the Air Interdiction Program

cust ons marine program

The conferees include an additional $1, 000,000 to augnent
t he $5, 200,000 requested for the marine program

custonms air and marine interdiction prograns

The conferees continue to be inpressed with the successes
associ ated with the Custons Air and Marine Interdiction
progranms and are aware of the grow ng operational commtnents
associated with this success. The conferees encourage the
Custons Service to exam ne the benefits of a consolidated air
mai nt enance system and take actions to inprove operationa
coordination of its air assets to neet our national drug
enforcenent priorities. The conferees, in the interest of
mai ntai ni ng viable and effective air and marine interdiction
prograns, direct the Custons Service to devel op two
conpr ehensi ve noderni zation plans for the air interdiction
and mari ne enforcenent prograns, respectively. These pl ans
shall be submtted with the President's fiscal year 2000
budget and should include the projected |ifespans and project
a repl acenent schedule, as well as the current status, of
each aircraft or vessel; associated operations and
mai nt enance activities for these craft; and any costs for
fl eet extension or nodernization. These nodernization pl ans
shoul d be living docunments that the Custons Service
continually reevaluates and utilizes inits effort to



mexi mze its operational effectiveness.

speci al operations

The conferees agree that the special operations
requi rements of the Custons Service Air and Marine
Interdiction Prograns demand special tactical and |ogistical
operati ons considerations due to the high threat nature of
t hese activities. The conferees direct the Custons Service to
review its utilization of these special operations assets
with the goal of inproving managenent, coordination, training
and utilization of equipnment and personnel. The Custons
Service should consider all options to achieve the greatest
efficiency and productivity for our coastal and border
interdiction efforts.

Bureau of Engraving and Printing

dollar bill redesign

To conbat international counterfeiting threats to the
United States, the Departnment of the Treasury is continuing
to redesign Federal Reserve Notes. By the end of 1999, newy
desi gned $100, $50, and $20 Federal Reserve Notes will be in
circul ation.

The conferees remain concerned about the cost associ ated
wi th produci ng special anti-counterfeiting properties for the
estimated 6 billion circulating $1 Federal Reserve Notes. As
a result, the conferees do not believe the Bureau of
Engraving and Printing shoul d undertake cost prohibitive
anti-counterfeiting changes to the $1 note. However, the
conferees do believe it is inportant to update the currency,
such as meking mnor nodifications to assist the visually
i npai red.

Therefore, the conferees direct the Departnment of the
Treasury and the Bureau of Engraving and Printing not to
pursue redesign of the $1 Federal Reserve Note to conbat
international counterfeiting threats, but to only make m nor
desi gn enhancenents to the $1 note for the visually inpaired



and el derly popul ation, provided it has no effect on the use
of $1 Federal Reserve Notes with existing bill accepting
machi nery.

Bur eau of the Public Debt

adm ni stering the public debt

The conference agreenent appropriates $172, 100,000 for the
Bureau of the Public Debt as proposed by the House and the
Senat e.

The conference agreenent also provides that $2,000, 000 of
t he funds provided shall be available until Septenber 30,
2001, for information systens nodernization initiatives as
proposed by the House instead of $1,000,000 as proposed by
t he Senate.

The conferees are aware that additional funds in the anmount
of $1, 000,000 are required in fiscal year 1999 for Year 2000
conpl i ance.

I nternal Revenue Service

processi ng, assistance, and managenent

The conference agreenent appropriates $3,086, 208, 000 for
Processi ng, Assistance, and Managenent i nstead of
$3, 025, 013, 000 as proposed by the House and $3, 077, 353, 000 as
proposed by the Senate. The anount provided includes
$90, 650, 000 for mandatory cost increases and $70, 279, 000 for
base realignments fromthe Tax Law Enforcenent account. The
conferees have agreed not to transfer funding for the TIMS
personnel / payrol |l systemfromthe Information Systens
appropriation to this account as proposed by the Senate.

The budget request for Processing, Assistance, and
Managenent included $58, 325, 000 for custoner service
initiatives. Funding for these initiatives has been included
in the Information Systens account as proposed by the House.
The Senate had proposed to provide $18, 145,000 for customer
service initiatives in this account.



The conferees want to express strong support for the
Commi ssioner's proposal for organi zati onal nodernization. The
recently enacted Internal Revenue Service Restructuring and
Ref orm Act of 1998 will allow the Comm ssioner to make
significant operational inprovenents through organizationa
nmoder ni zati on and reorgani zati on. Therefore, the conference
agreenment al so includes $25,000,000 for organizationa
nmoder ni zati on and restructuring of the Internal Revenue
Service, the total anmount requested by the Adm nistration for
t hat purpose. However, because the restructuring |egislation
has only recently been enacted and the Comm ssioner has not
yet been able to provide a detailed plan and cost estimte
for the restructuring effort, the conferees have included
| anguage in the bill which delays these funds for obligation
until Septenber 30, 1999.

The conferees have al so provi ded $2, 000, 000 for |ow i nconme
t axpayer clinics. These funds will be used to award matching
grants to devel op, expand, or continue qualifying |ow incone
t axpayer clinics as authorized in Section 3601 of the
Internal Revenue Service Restructuring and Reform Act of
1998.

The conference agreenent includes |anguage proposed by the
Senate del aying the availability of $105, 000,000 for postage
costs until Septenber 30, 1999, and | anguage proposed by the
Senate stating that funds shall continue to be provided to
the United States Postal Service for postage due.

t axpayer education

The conferees agree that the Internal Revenue Service needs
to be nore proactive in educating our citizens. Therefore,
the conferees believe that the IRS should consider the
feasibility of a taxpayer education initiative which
encour ages | RS enpl oyees to visit schools to tal k about the
hi story of our tax systemas well as taxpayer rights and
responsibilities. Further, the conferees believe that the IRS
shoul d provide no | ess than $750,000 to create an educationa
program such as the project currently under devel oprment at
the University of Florida, covering matters of current
interest to those involved in adm nistering, advising,



teachi ng, and studying the technical aspects of Federal
taxation. Therefore, the conferees request that the IRS
provi de an anal ysis of these proposals, and steps they would
take to i nplement these proposals, to the Cormittees on
Appropriations by March 1, 1999.

tax | aw enf or cenent

The conference agreenent appropriates $3,164, 189, 000 for
Tax Law Enforcenent as proposed by the House instead of
$3, 164, 399, 000 as proposed by the Senate. The conference
agreenment does not delay the availability of $175, 000, 000 of
t he funds appropriated until Septenber 30, 1999, proposed by
t he Senate.

The budget request included $2, 645, 000 for custoner service
initiatives. Funding for these initiatives has been included
in the Information Systens account as proposed by the House.
The Senate had proposed to fund $210, 000 for custoner service
initiatives in this account.
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tax standards for tax-exenpt health clubs

The conferees are aware that there has been significant
growh in health club and fitness services. Intensified
conpetition has devel oped a market for for-profit and tax-
exenpt health clubs. Wth certain tax-exenpt organi zations
nmovi ng away fromtheir core purpose, questions arise as to
whet her they are engaging in commercial conpetition with the
for-profit sector. The conferees understand that the IRS has
devel oped appropriate standards based on broad comunity
accessibility for determ ning whether fitness activities are
substantially related to the charitable m ssion of community
organi zations, such as YMCAs, YWCAs, and JCCs, organi zations
with a variety of prograns based on community needs,

i ncluding health and fitness for people of all ages, incones,
and abilities. Accordingly, changes in the standards that
apply to such organi zations are not the conferees' concern.
Rat her, the conferees direct that the IRS review the



standards it applies to fitness activities operated by
educati onal and heal th-care organi zati ons. The conferees
further request that the Departnent of the Treasury report to
Congress by April 1, 1999, on the statutory and regul atory
changes that may be needed to assure that the health and
fitness activities of these organizations substantially
further the purposes for which the organizati on was granted
tax exenption and do not constitute unfair conpetition with
private sector, taxable organizations.

transfer pricing

The conferees are concerned about the Nation's | oss of
revenue as a result of foreign corporations enploying
transfer pricing. Transfer pricing, utilized by State Trading
Enterprises, reallocates itens of income and deducti on anbng
entities under conmmon control. Reallocation of the inconme and
deduction results in mnimzing the U S. tax of foreign
corporations' U S. affiliates. Since the foreign parent
corporations do not normally do business in the United
States, their income is conpletely free fromU. S. tax.

To ensure the Internal Revenue Service is vigorously
adm ni stering section 482 of the Internal Revenue Code, which
enpowers the Secretary of the Treasury to distribute,
apportion, and allocate itenms of gross incone and deduction
bet ween the parent corporations and their U S. affiliates,
the conferees direct the Internal Revenue Service to review
and report to Congress, no later than six nonths after
enactment of this Act, on the follow ng issues: IRS s | oss of
revenue as a result of transfer pricing; detailed information
on |RS's adm nistration of section 482 to distribute,
apportion, and allocate itenms of gross incone and deducti on;
and recommendati ons on how to inprove the coll ection of
revenue fromtrading enterprises.

i nformati on systens

The conference agreenent appropriates $1, 265, 456, 000 for
I nformati on Systens instead of $1,224,032,000 as proposed by



t he House and $1, 329, 486, 000 as proposed by the Senate. The
amount provi ded includes $43, 939,000 for mandatory cost

i ncreases; however, the conferees have agreed not to transfer
funding for the TIMS personnel/payroll systemfromthis
appropriation to the Processing, Assistance, and Managenent
account. In addition, the conference agreenent includes an

i ncrease of $32,900,000 for operational information systens
as proposed by the House and the Senate and $68, 700, 000 for

t he nodernization programinfrastructure as proposed by the
Senate instead of $34, 350,000 as proposed by the House.

The conferees have agreed to include |anguage in the bil
whi ch provides that $103, 000,000 of the funds appropriated in
this account shall only be avail able for inmprovenents to
customer service. This is the full anmount requested by the
Adm ni stration for custoner service initiatives within the
I nternal Revenue Service.

The conferees are aware that additional funds in the anount
of $359, 000,000 are required in fiscal year 1999 for Year
2000 conpliance. Included in that total is: $8,700,000 for
t he subm ssions processing investnment program $4, 000,000 for
conpliance research information systens, $33, 300,000 for
exam nation | aptop conputers, $60, 700,000 to conplete the
rollout of the Integrated Collection System $4, 300,000 for
the I nventory Delivery System and $14, 000,000 for the
I ntegrated Personnel System

The conference agreenent del etes | anguage proposed by the
Senat e whi ch del ayed the availability of $68, 700,000 of the
funds appropriated until Septenber 30, 1999.

i nformati on technol ogy investnents

The conference agreenent appropriates $211, 000, 000 for
I nformati on Technol ogy | nvestnents instead of $210, 000, 000 as
proposed by the House and $137, 569, 000 as proposed by the
Senate. These funds are not avail able for obligation unti
Sept enber 30, 1999. The conference agreenent al so provides
that the funds shall remain available until Septenber 30,
2002, as proposed by the Senate instead of remaining
avai |l abl e until expended as proposed by the House.



The conference agreenent includes |anguage proposed by the
House whi ch specifies the contents of an expenditure plan
that the Internal Revenue Service and the Departnent of the
Treasury are required to submt before the funds appropriated
may be obli gat ed.

The conferees are concerned that the IRS s efforts to
nmoderni ze its information systens could divert its attention
fromthe nore pressing matter of assuring that all of its
exi sting systenms will be Year 2000 conpliant. The conferees
expect that IRS will continue to view Year 2000 conpli ance as
its highest priority and direct that the IRS not divert any
resources fromits Year 2000 efforts to the information
systens noderni zati on program

adm ni strative provisions--internal revenue service

Section 101. The conference agreenent includes a provision
proposed by the House and the Senate which allows the
transfer of 5 percent of any appropriation nade available to
the IRS to any other I RS appropriation subject to
Congr essi onal approval .

Section 102. The conference agreenent includes a provision
proposed by the House and the Senate which requires the IRS
to maintain a training programin taxpayer's rights, dealing
courteously with taxpayers, and cross cultural relations.

Section 103. The conference agreenent includes a provision
proposed by the House and the Senate which requires the IRS
to maintain taxpayer services at not |less than fiscal year
1995 | evel s.

Section 104. The conference agreenent includes a provision
proposed by the House and the Senate which prohibits the
expendi ture of funds for the collection of taxes unless the
conduct of officers and enpl oyees of the IRS conplies with
the Fair Debt Collection Practices Act.

Section 105. The conference agreenent includes a provision
proposed by the House and the Senate which requires the IRS
to institute policies and practices which will safeguard the
confidentiality of taxpayer informtion.

Section 106. The conference agreenent includes a provision



proposed by the House and the Senate which directs that funds
shal|l be available for inproved facilities and increased
manpower to provide sufficient and effective 1-800 help line
t el ephone assi stance.

Section 107. The conference agreenent includes a provision
proposed by the Senate which provides that no reorganization
of the field office structure of the Internal Revenue Service
Crimnal Investigation Division will result in a reduction in
t he nunber of crimnal investigators in Wsconsin and South
Dakota fromthe 1996 |evel.

The conference agreenent deletes a Sense of the Senate
provi sion regarding the use of random sel ection of returns
for exam nation by the Internal Revenue Service.

United States Secret Service

sal ari es and expenses

The conferees agree to provide $600, 302, 000 i nst ead of
$594, 657, 000 as proposed by the House and $584, 902, 000 as
proposed by the Senate. This includes an additiona
$18, 000, 000 for the costs of protective travel. The conferees
agree that $1,623,000 required for fixed site security wll
be included in the Acquisition, Construction, |nprovenent,
and Rel ated Expenses account, as proposed by the Senate. The
conferees also agree that the limtation for new vehicle
purchases shall be 739, as proposed by the House, rather than
705, as proposed by the Senate. The conferees direct the
Under Secretary for Enforcement to exercise strong oversight
over any purchases of new vehicles in keeping with
Departnent-w de efforts (addressed under Departnental
O fices, above) to manage the use, allocation and acquisition
of Iaw enforcenent vehicles. The conferees agree that
$5, 000, 000 shall not be available for obligation unti
Sept ember 30, 1999.

The conferees are aware that additional funds in the anmount
of $3,000,000 are required in fiscal year 1999 for Year 2000
conpl i ance.



protective travel

The conferees continue to be concerned about shortfalls in
the United States Secret Service protective travel activity.
Therefore the conferees direct the Service to devel op an
accurate financial plan for predicting protective travel
needs, and report regularly to the Conmttees on
Appropriations on their progress. As part of the financial
pl an the conferees expect the funds for this activity will be
apportioned separately. The Service should consult with the
O fice of Managenent and Budget about the |evel of detai
required in the financial plan. The conferees agree to
provi de additional funding of $18, 000,000 for protective
travel, which is made avail able for two fiscal years.

arnmored primary |inousines

The conferees understand the need to provide the President
of the United States safe and secure ground transportation
both I ocally and around the world. The conferees are,
however, concerned with the Secret Service's projected cost
to acquire primary |inousines for this purpose. As a result,
the conferees direct the Secret Service to report to the
Committees on Appropriations on the major differences and
costs between the proposed project and arnored vehicl es
previously acquired by the Service prior to the obligation of
funds for this project.

ACQUI SI TI ON, CONSTRUCTI ON, | MPROVEMENT, AND RELATED EXPENSES
The conferees agree to provide $8, 068,000 as proposed by
the Senate, instead of $6, 445,000 as proposed by the House,
whi ch includes $1,623,000 for fixed site security.
CGeneral Provisions--Departnent of the Treasury
Section 110. The conference agreenent includes a provision

which requires the Secretary of the Treasury to conply with
certain reprogranmm ng gui delines when obligating or expendi ng



funds for | aw enforcenent
[[ Page H11513]]

activities fromunobligated bal ances avail abl e on Septenber
30, 1999, as proposed by the Senate instead of Septenber 30,
1998, as proposed by the House.

Section 111. The conference agreenent includes a provision
proposed by the House and the Senate which allows the
Departnent of the Treasury to purchase unifornms, insurance,
and notor vehicles without regard to the general purchase
price limtation, and enter into contracts with the State
Departnent for health and nedi cal services for Treasury
enpl oyees in overseas | ocations.

Section 112. The conference agreenent includes a provision
proposed by the House and the Senate which requires the
expendi ture of funds so as not to dimnish efforts under
section 105 of the Federal Al cohol Adm nistration Act.

Section 113. The conference agreenent includes a provision
proposed by the House and the Senate which authorizes
transfers, up to 2 percent, between | aw enforcenent
appropriations under certain circunstances.

Section 114. The conference agreenent includes a provision
proposed by the House and the Senate which authorizes
transfers, up to 2 percent, between the Departnental O fices,
O fice of Inspector General, Financial Managenent Service,
and Bureau of the Public Debt appropriations under certain
ci rcunst ances.

Section 115. The conference agreenent includes a provision
proposed by the Senate which anends 18 U.S. C. 921(a) by
br oadeni ng the definition of explosives and redefining the
term “antique firearm'

Section 116. The conference agreenent includes a provision
regardi ng the purchase of |aw enforcenent vehicles.

Section 117. The conferees have agreed to the provision
contained in Section 117 of the Senate bill regarding the
execution of property upon judgenments against foreign state
violators of international |aw. The conferees have incl uded
addi ti onal | anguage giving the President the authority to
wai ve the requirenents of this provision in the interest of



nati onal security.

ELECTRONI C FI LI NG

The conferees have agreed to del ete | anguage requested by
the Adm nistration and contained in Section 115 of the House
and Senate bills regarding the electronic filing of tax
returns since this matter has been addressed in a
conpr ehensive fashion in the Internal Revenue Service
Restructuring and Reform Act of 1998. In undertaking any
el ectronic tax adm nistration progranms, the conferees expect
the Internal Revenue Service to assure the security of al
el ectronic transm ssions and provide for the full protection
of the privacy of taxpayer data.

CURRENCY PAPER

The House and Senate passed bills each contained a
provi sion (Section 116 of both bills) regarding the
acqui sition of currency paper by the Bureau of Engraving and
Printing. The conferees have agreed to include no | anguage in
the bill regarding this issue. The conferees are aware of
attenpts made by the Bureau of Engraving and Printing (BEP)
to address concerns regarding the need to nmake it easier for
all United States paper conpanies to conpete for currency
paper contracts. However, the conferees expect the BEP to
continue to enhance the process for procuring currency paper
to the extent permtted under Federal |law. In carrying out
its currency paper procurement responsibilities, the
conferees expect BEP to secure the best overall value for the
governnent, giving equal consideration to all cost factors.
Based on the CGeneral Accounting Ofice's (GAO) inability to
reach any concrete conclusions with respect to conpetition
and pricing, the conferees understand this issue is very
conplicated and, therefore, direct the Departnent of the
Treasury and the Bureau of Engraving and Printing to report
to the Conmittees on Appropriations how they plan to address
GAO s recommendations to the Secretary of the Treasury.
Further, it is the conferees' understanding that the



aut horizing commttees in both the House and Senate wi ||

cl osely examine the GAO report, hold hearings on this matter,
and develop legislation, if necessary, to ensure that the
Federal government wi ||l have adequate conpetition and fair
pricing.

TITLE 11 --POSTAL SERVI CE
Payments to the Postal Service Fund

The conferees agree to provide $71, 195, 000 as proposed by
t he House and the Senate. The conferees defer the obligation
of these funds until October 1, 1999, as proposed by the
Senat e.

Non- Postal Commercial Activities

The conferees are aware that the Postal Service is
initiating a wide range of new comrercial activities. These
activities include, but are not limted to, volune retai
phot ocopyi ng, packagi ng services, bankwi re services, the sale
of office supplies and novelty itens, and new e-comrerce or
Internet related technol ogi es.

The conferees recogni ze the Postal Service's need to
generate new sources of revenue to offset its operating
costs. However, many of the Postal Service's new comercia
activities may result in unfair conpetition with a nunber of
private sector enterprises, thus raising significant policy
i ssues about the Postal Service's present and future
commercial role

Therefore, the conferees request the Postal Service subnmt,
within 6 nonths of enactnent of this Act, a report on its
ongoi ng and pl anned commerci al services, including policy
justifications, the costs of devel opment and inplenentation,
revenues earned, and revenues |lost. As part of the report,
the conferees are interested in packagi ng services (" Pack
and Send'') and specifically direct the Postal Service to
descri be how packagi ng services will meet " custoner demand’
in all geographic regions, especially rural areas, before
such service is initiated. The conferees believe these issues
deserve consideration by the authorizing conmttees.



Avondal e- Goodyear, Arizona

The conferees urge the Postal Service, before awarding any
contract to purchase or |ease property for the Main Post
O fice in Avondal e- Goodyear, Arizona, to do an anal ysis of
the popul ation presently in this area to be used in assisting
t he Postal Service in making a selection which will be nost
accessible for the current and future popul ati on of the area.
The Postal Service shall report to the Commttees prior to
awar di ng any contract for sale or |ease, but in no event
| ater than Cctober 14, 1998.

G | pin County, Col orado

The conferees urge the Postal Service to seriously consider
providing a separate ZI P Code for GIpin County, Col orado.

TITLE 111--EXECUTI VE OFFI CE OF THE PRESI DENT AND FUNDS APPROPRI ATED TO
THE PRESI DENT

White House O fice

SALARI ES AND EXPENSES

The conferees agree to provide $52, 344,000 for Wite House
O fice Salaries and Expenses, as proposed by the House and
t he Senate. The conferees provide $10, 100, 000 for
rei mbursenents to the Wite House Communi cati ons Agency as a
specific line item as proposed by the House.

Executi ve Resi dence at the White House

OPERATI NG EXPENSES

The conferees provide $8,061, 000, as proposed by the House
i nstead of $8, 691, 000, as proposed by the Senate and prohibit
the use of these funds for donestic staff overtine. As a



separate provision, the conferees include $630, 000 for
donmestic staff overtine and nake these funds avail abl e upon
the Conptroller General notifying the Commttees that the
Executive O fice of the President (EOP) has received,
reviewed and conmented on the draft report of the Cenera
Accounting Ofice (GAO wth respect to Executive Residence
operations and that the GAOis in receipt of the EOP s
comment s.

Ofice of Adm nistration

SALARI ES AND EXPENSES

The conferees agree to provide $28, 350,000 for the Ofice
of Admi nistration as proposed by the House instead of
$29, 140, 000 as proposed by the Senate.

The conferees are aware that additional funds of
$12, 200, 000 for Year 2000 conpliance within the Executive
O fice of the President are required for fiscal year 1999.

O fice of Managenent and Budget

SALARI ES AND EXPENSES

The conferees agree to provide $60,617,000 for the Ofice
of Managenent and Budget as proposed by the Senate instead of
$59, 017, 000 as proposed by the House. The conferees agree to
del ete the earmark and the fence on the use of funds for the
O fice of Information and Regul atory Affairs, as proposed by
the Senate, and include two provisos regarding the review of
transcripts of the Conmttees on Veterans' Affairs and
agricultural marketing orders, as proposed by the House. The

conferees have included new | anguage to anend Section __ .36
of OMB Circular A-110 to ensure that all data produced under
an award will be made available to the public through the

procedures established under the Freedom of Infornmation Act.

I ncluding technical nodifications, the conferees agree to
i nclude bill |anguage requiring OVB to report on gover nment
wi de paperwork reduction and the inplenmentation of the



Congressi onal Review Act, as proposed by the Senate.
Performance of Statutory Responsibilities

The conferees have agreed to delete the earmark of
$5, 229,000 for the Ofice of Information and Regul atory
Affairs (O RA) and a fence of $1,200,000 for O RA The
conferees have been assured that OMB will strictly adhere to
the statutory requirenents included in the bill on Paperwork
Reduction and the Congressional Review Act. The conferees
will nonitor OVMB's conpliance with these requirenents
careful ly.

Federal Enpl oyees' Pay Conparability Act

The conferees question the validity of the
Adm nistration's use of the " “serious economnm c conditions'
exception in the Federal Enployees', Pay Conparability Act
(FEPCA) to put forth an alternative pay plan for 1999. Press
reports have indicated that nmenbers of the Adm nistration may
have concerns regardi ng the pay setting nethodol ogy
established by FEPCA. In an effort to see that FEPCA is
either fully inplenented or perfected, the conferees direct
the President's Pay Agent to provide the Conmittees with any
pay setting methodol ogy concerns it has with regard to FEPCA
by May 1, 1999.

Century Date Conversion

The conferees remain concerned that with little nore than a
year to go before the new m Il ennium many critica
governnent information systens are still in jeopardy of not
meeting the January 1, 2000, deadline for date conversion.
The conferees further believe that the Adm nistration has
failed to adequately chanpion the Y2K i ssue, not only
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to its own departnents, but has also not provided the

critical national |eadership and coordination to our |ocal,
state and international partners in both the public and



private sectors. Information systens experts have reported
that the Y2K fix is rooted i n managenent and oversi ght, not
in the lack of technol ogy avail able to address the problem
Unfortunately, valuable time has been | ost waiting for
managenment to enbrace the magni tude and consequences of this
issue. Only recently, has organi zati onal managenent finally
recogni zed the potential for shut down of critica

i nformati on systens associated with entitlenment paynents,
revenue collection, air traffic control, defense systens,

t el ecommuni cati ons, mass transit, supply inventories,

el evator function, nedical equipnment, to nention a few. Many
agencies at all |evels of government still do not have a
conpl ete grasp of the problem and are now at the greatest
risk for systens failure.

The conferees direct the Adm nistration to focus all of its
attention and resources on the managenent and oversi ght of
the nost critical date sensitive information and
infrastructure systens, prioritizing systens renovations,
repair and replacenent to those that can neet the January 1,
2000, deadline. The conferees further direct the
Adm ni stration to accel erate the devel opment of contingency
pl ans for those critical systens that cannot neet the Y2K
deadline, in order to maintain functional systens operations,
until patent date conversion repairs can be conpl eted.

The conferees strongly encourage the new Y2K Czar to take a
hi gh profile national |eadership position, to aggressively
pronote century date change awareness for both information
technol ogy systens and sensitive infrastructure applications.
The Y2K Czar should nmonitor, coordinate and provi de oversi ght
over the progress of all governnment-w de century date change
conversion initiatives, with the primary goal of maintaining
critical systens operations into the new mllennium Finally,
the Y2K Czar shoul d have Administration standing to directly
access and take control of any critical agency systemthat is
in jeopardy of not neeting the January 1, 2000, deadline
because of ineffective managenent acti on.

OMB is directed to include in its quarterly Y2K report
subm ssi ons an assessment of those critical information
systens that will not neet the Y2K deadline and the problens
that can be anticipated. In addition, the report should
i ncl ude the status of operational contingency plans for those



systens identified as being in jeopardy.
Violent Crine Reduction Prograns

The conferees expect the President's budget subm ssions for
the Departnent of the Treasury's funding fromthe Viol ent
Crime Reduction Trust Fund be reflected for the Departnment as
a whol e and not separately within each bureau's request.

O fice of National Drug Control Policy

SALARI ES AND EXPENSES

The conferees agree to provide $48, 042,000 for the Ofice
of National Drug Control Policy (ONDCP) as proposed by the
Senat e, instead of $36,442,000 as proposed by the House. This
i ncludes $13, 000, 000 to continue the technol ogy transfer
pi |l ot program managed by the Counterdrug Technol ogy
Assessnment Center (CTAC). It also includes $17,942,000 for
ONDCP operations, as proposed by the Senate, $16, 000, 000 for
t he basic CTAC program and $1, 100,000 for policy research of
whi ch $100,000 is to be used for evaluating the Drug-Free
Communi ties Act, as proposed by the Senate. The conferees
agree to nodify | anguage governing the authority of ONDCP to
accept and use gifts.

The conference agreenent separately funds $1, 000, 000 for
Model State Drug Law Conferences through the Violent Crine
Reduction Trust Fund.

ONDCP St affing

The conferees are concerned about requests by ONDCP to
reprogram nonies fromthe Sal ari es and Expenses account to
fund other initiatives. The conferees in the past have fully
supported and funded the full tinme equivalent staffing | evel
requested by ONDCP and are concerned that ONDCP i s not
filling those vacancies but is instead requesting to use
those funds for other purposes. The conferees believe that
ONDCP needs to maintain its staffing at the authorized | evel
in order to maxi m ze the agency's effectiveness. The



conferees therefore direct ONDCP to review its staffing
requi rements and report back to the Cormittees on
Appropriations by Decenber 15, 1998, on the steps it is
taking to fill the vacancies or, if not, what changes it is
making in its staffing plan.

Perf ormance Measures of Effectiveness

The conferees strongly urge ONDCP to work within the
Adm nistration to ensure that the Performance Measures of
Ef fecti veness (PMEs) it devel oped are enbraced and enpl oyed
by all federal agencies for future budgetary and pl anning
wor k. The conferees direct ONDCP to apply the sane standard
to its own internal managenent and organi zation, and to
i ncl ude such neasures with each new budget submn ssion.

Research and Anal ysis Initiatives

The conferees recogni ze that ONDCP has proposed sone
initiatives for research that, owing to |lack of resources,
cannot be funded in this appropriation. Nonethel ess, the
conferees strongly urge ONDCP to continue to press through
its interagency | eadership to coordinate research in such
areas as inproving R& coordi nati on, devel opi ng a governmnent -
wide intelligence architecture, and mappi ng out drug
trafficking flows.

Protective Security Assessnent

The conferees have included a new general provision,
Section 643, as proposed by the Senate which directs the U S.
Marshal s Service to conduct a threat assessnent on the
Director of the Ofice of National Drug Control Policy on a
quarterly basis. The |l evel of security is to be provided to
ONDCP on a reinbursable basis by the U S. Marshals Service
and will be based on this quarterly threat assessnent.

Rural Drug Conferences

The conferees are concerned about the spread of drugs and
drug-related crines to rural areas and whether or not rura



| aw enforcenment can sufficiently address these new trends.
Therefore, the conferees encourage the Director to consider
conveni ng a national conference on rural drug crine, to

i ncl ude regional conferences in rural areas, such as Luna
County, NM and similar counties in Colorado, in order to
assess the needs of rural |aw enforcenment and the inpact that
drug-related crines have on rural comrunities as they cope

wi th these issues.

The conferees believe that ONDCP can conbine its know edge
and experience working with |arger communities in this area
and translate effective drug fighting practices to rural |aw
enforcenent, while taking into consideration their unique
needs. Shoul d ONDCP convene this event, the conference is
requested to report to the Commttees on Appropriations and
the Director of ONDCP on its findings.

Shout

The conferees have provi ded $50,000 to conti nue the work of
SHOUT, an outreach organization that works with mnors, as
defined by 21 CFR 897.14. This early intervention program
focuses on shaping the attitudes of mnors in order to
di scourage the use of illegal substances.

Count erdrug Technol ogy Assessnent Center

The conferees expect the multiagency research and
devel opnment prograns to be coordi nated by the Counterdrug
Technol ogy Assessnent Center (CTAC) in order to prevent
duplication of effort and to assure that, whenever possible,
those efforts provide capabilities that transcend the need of
any single Federal agency. Prior to obligation of these
funds, the conferees expect to be notified by the chief
scientist on how these funds will be spent. The conferees
al so expect to receive periodic reports fromthe chief
scientist on the priority counterdrug enforcenment research
and devel opnent requirenents identified by the Center and
on the status of projects funded by CTAC.

Federal Drug Control Prograns



high intensity drug trafficking areas program

The conferees provide $182,477,000, instead of $162,007, 000
as proposed by the House and $183, 977,000 as proposed by the
Senate. The conferees agree to fund all existing High
Intensity Drug Trafficking Areas (H DTAs) at the fiscal year
1998 level. This funding | evel shall be based on direct
fiscal year 1998 appropriations for H DTAs contained in the
HI DTA and Violent Crinme Reduction Trust Fund accounts. The
conferees al so agree that not less than fifty-one percent of
this amount shall be transferred to State and | ocal entities
for drug control activities.

Wthin the anbunt appropriated, the conferees include
$20, 477,000 to supplenment or expand existing H DTAs, or
provide for the creation of new H DTAs. The conferees have
been infornmed that unmet needs for funding exist in: the
Arizona HI DTA for conpletion of an intelligence center and
unmet programmati ¢ needs for nethanphetam ne and border
initiatives; the New Mexico HI DTA for unnmet programmatic
needs; the Sout hwest HI DTA for its wiretapping initiative;
the Cascade HI DTA for unnet programmati c needs; the expansion
of the Mdwest H DTA to include the State of North Dakot a;

t he Rocky Mountain H DTA for expansion of its nethanphetan ne
initiative; the Chicago H DTA for unmet progranmmtic needs;
and the Central Florida H DTA for unmet programmati c needs.
Additionally, the conferees are aware of interest in the

desi gnati on of new HI DTAs in the New Engl and states, East
Texas, Ohi o, and Hawaii .

Whil e the conferees are obviously supportive of the H DTA
program it is critical to the continued support and the
health of all HI DTAs and the programin general that
deci si ons about funding be founded on clear, concrete
measures of performance. The conferees al so believe that
ONDCP nust have the flexibility to allocate resources to
those HI DTAs that will have the greatest inpact on our drug
probl enms. In nmaking these decisions, ONDCP nust focus on the
performance of HI DTAs, existing or proposed, and their
significant inmpact on drug trafficking, use, and associ at ed
crime. This neans that ONDCP nust assess which HI DTAs are the
top perfornmers and docunment the factors it uses to make this



determ nation. At the sane tine, ONDCP nust detern ne where
the inpact will be greatest based on the conbi ned effect of
H DTA performance and the nature and severity of drug
problenms that exist in the areas where HI DTAs currently
operate or are proposed--whether neasured by use, associated
crime, or volunme of trafficking in drugs or noney. The
conferees therefore direct ONDCP to submt
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its fiscal year 2000 budget for HI DTAs based on applying both
ONDCFP' s own perfornmance neasures of effectiveness and the
priorities dictated by changing threats.

special forfeiture fund

The conferees agree to provide $214, 500, 000, instead of
$215, 000, 000 as proposed by the House and $200, 000, 000 as
proposed by the Senate. This includes $185, 000,000 for the
yout h medi a canpai gn, $20, 000, 000 for inplenmentation of the
Drug- Free Community Act, $5, 000,000 for the chronic users
study, and $4, 500,000 for a transfer to the Agricultural
Research Service for anti-drug research and related matters.

yout h medi a canpai gn

The conferees recomend a funding | evel of $185, 000,000 for
the National Media Canpaign. In fiscal year 1998, ONDCP
proposed a 5-year nedia canpaign at a total cost to the
Federal government of $875,000,000. The initial request was
based on a $175, 000, 000 annual funding |evel for five years
of the program The conferees continue to be fully supportive
of this program and believe that this national nedia
canpaign, if properly executed, has the potential to produce
concrete results. The conferees | ook forward to working with
ONDCP on this effort to produce denonstrable results as the
canpai gn mat ures.

The conferees have included new | anguage cal ling for ONDCP
to report on its efforts to achi eve corporate sponsorship



beyond the matching requirenment for participation in the
medi a canpaign; clarifies the pro bono requirenent; and
limts the possible use of funding for creative devel opnment
efforts. The conferees agree that 75% of the funds w ||
becone avail abl e when ONDCP submts to the Conmttees the
results of Phase | of the canpaign and the remainder wl|
becone avail abl e when ONDCP submts the results of Phase ||

The Commttees will closely track this national nedia
canpaign, and its contribution to achieving a drug-free
Anmerica. Therefore, the conferees direct ONDCP to submt
quarterly reports on the obligation of funds as well as the
specific parameters of the pilot campaign. The conferees
anticipate that future funding will be based upon results.
ONDCP is directed to report to the Conmttees on
Appropriations by January 15, 1999 on the effectiveness of
the national media canpaign. In addition, ONDCP is to report
to the Commttees within 6 nonths of enactnent of this Act on
State and | ocal prevention and treatnent facilities
infrastructure and their capacity to handle the increased
demands of communities as a result of the national nedia
canpaign. ONDCP is to continue to report on the effectiveness
and i nmpl enentation status of the guidelines set out in the
fiscal year 1998 appropriations bill

The conferees direct the General Accounting Ofice to
conduct a financial audit and review of the financial
transactions relating to the nedi a canmpai gn. The conferees
request that the scope of the review include how noni es have
been obligated and the effectiveness of the campaign and
report to the Committees on Appropriations. As part of this
review, GAO shall determ ne the definition, acquisition, and
utilization of matching contributions sought by ONDCP
relating to the nedia campaign. In addition, the conferees
direct GAOto review Phase I, the 12 city test pilot, and
report its findings to the Cormittees. This reviewis to
exanm ne the devel opnment of the test market plan for Phase
I, determine the viability of extrapol ati ng Phase |
results to the national |evel, and determ ne the success
of Phase | in the 12 city pilot.

chroni c users study



The Administration's budget estimate includes a request of
$10, 000, 000 to expand a prelimnary user study conducted in
Cook County, IL. The Cook County study devel oped a
met hodol ogy for estimating the nunber of hardcore drug users
in the United States. Accurately identifying this popul ation
is inmportant since they consunme a massive anmount of the drugs
avail able in the United States, create a |l arge proportion of

the demand for illegal drug markets, and are responsible for
a great deal of crimnal activity. The accurate
identification of this population will provide conmunities a

base for estimating the type and nunber of drug treatnent and
preventi on prograns required.

The conferees congratul ate ONDCP on conducting this study
and continue to support this effort. The conferees provide
$5, 000, 000 to expand the study to regional areas. Although
this is less than the request, the conferees understand that
ONDCP may be able to use this level of funding to conplete a
study that can serve as an accurate basis for a nationa
estimate of the size and | ocation of chronic user
popul ati ons. The conferees encourage ONDCP to work with the
Departnment of Health and Human Services to identify
addi ti onal funding sources, if necessary and avail able, and
encourage ONDCP to prompte utilization of the Cook County
study that contributes to reductions in the popul ati on of
har dcore drug users.

unanti ci pat ed needs

The conferees agree to provide $1, 000,000 as requested by
the Admi nistration for unantici pated needs.

i nformati on technol ogy systens and rel at ed expenses

The conferees have not included | anguage contained in the
Senate bill to provide $3, 250,000,000 in contingent emergency
funding for Year 2000 conputer conversion costs. On Septenber
2, 1998, the President transmtted to Congress a request for
this level of funding in fiscal year 1998. The conferees



expect that this issue will be resolved as part of a
suppl ement al appropriation.

Title IV--1ndependent Agencies

Federal El ection Conm ssion

sal ari es and expenses

The conferees agree to provide $36, 500, 000 as proposed by
t he House and the Senate. This |evel of funding will support
a base appropriation of $32,580,000, an additional $2,800, 000
for enhanced enforcenment efforts, as proposed by the House
and Senate, and an additional $1,120,000 for other
initiatives, as proposed by the House. The conferees fence
$1, 120, 000, pending the subnission of a plan for the
obligation of these funds and provide that not |ess than
$4, 402,500 shall be available for internal autonated data
processi ng systens. The conferees strongly recomrend that the
FEC target the additional $1,120,000 in fenced appropriations
to the i mprovenent of enforcenent procedures and preventing
the unnecessary di sm ssal of appropriate enforcenent actions;
the conferees specifically recomend that FEC expedite
automat ed data processing inprovenents as they relate to
enforcenent. The conferees assunme that full tinme enpl oynent
wi Il not exceed 347 FTE in fiscal year 1999.

General Services Adm ni stration

federal buil dings fund
limtations on availability of revenue

The conference agreenent provides $5, 605,018,000 in new
obligational authority for the General Services
Adm ni stration's Federal Buildings Fund instead of
$5, 624, 128, 000 as proposed by the House and $5, 648, 680, 000 as
proposed by the Senate. In order to provide the resources
necessary to carry out that program the conferees have



recomrended an appropriation of $450,018,000 into the Fund
i nstead of $479, 300, 000 as proposed by the House and
$508, 752, 000 as proposed by the Senate.

The conferees have provi ded $492, 190, 000 for the
construction and acquisition of new projects instead of
$527, 100, 000 as proposed by the House and $538, 652, 000 as
proposed by the Senate. The conferees have included funding
for the follow ng projects:

Arkansas: Little Rock, U S. Courthouse........... .. ..., $3, 436, 000
Cal i fornia:
San Diego, U S. Courthouse.......... ... .. ... ... .. 15, 400, 000
San Jose, U.S. Courthouse................. . ... .. 10, 800, 000
Col orado: Denver, U.S. Courthouse............................ 83, 959, 000

District of Colunbia: Southeast Federal Center Renediation... 10,000, 000
Fl ori da:

Jacksonville, U S. Courthouse............ e 86, 010, 000

Olando, U. S. Courthouse................ . ... 1, 930, 000
Massachusetts: Springfield, U S. Courthouse................... 5,563, 000
M chigan: Sault Sainte Marie, Border Station.................... 572, 000
M ssissippi: Biloxi--Gulfport, US. Courthouse................ 7,543, 000
M ssouri: Cape Grardeau, U S. Courthouse..................... 2,196, 000
Mont ana: Babb, Piegan Border Station.......................... 6, 165, 000
New Yor k:

Brooklyn, U S. Courthouse.......... ... ... . . .. ... 152, 626, 000

New York, U. S. Mssion to the United Nations................ 3,163, 000
Oregon: Eugene, U S. Courthouse............ .. .. ..., 7,190, 000
Tennessee: Geenville, US. Courthouse............ ... 28, 229, 000
Texas: Laredo, U.S. CourthouSe............innnn 28, 105, 000
West Virginia: Wieeling, US. Courthouse..................... 29, 303, 000
Nat i onwi de: Non- prospectus construction projects............. 10, 000, 000

The conferees have not provided funds for the Savannah,
Georgia, U S. Courthouse Annex project. The conferees are
aware that at a recent neeting to consider the authorization
of new courthouse construction projects, the Public Buildings
and Econom c Devel opnment Subconm ttee of the House Committee
on Transportation and Infrastructure deferred action on this
proj ect pending further review The conferees further
understand that that action was taken primarily because of
the significant increase in estimted project cost that has



occurred since the approval of funds for site acquisition and
desi gn, even though the size of the building has been
reduced. The conferees share those concerns and, have,
therefore, elected to defer funding for the project pending
resolution of the issues that have been raised by the

aut hori zing conm ttee.

The conferees recogni ze the efforts of the General Services
Admi ni stration and the Judiciary to reduce the cost of
courthouse construction and encourage the continuation of
these efforts. The conferees are pleased that the
Adm nistrative Ofice of the U S. Courts' recent draft
utilization study answers sonme questions about the
utilization rates of existing and proposed courthouses.

The conferees are aware of the Judiciary's needs to have
court space avail able to conduct business and understand
their position that a courtroom s existence may result in
movi ng a case to settlenent. However, the conferees
continue to be concerned that the courts are not fully
exam ning information that is key to the devel opnent of a
utilization planning
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nmodel . As a result, the conferees request the

Adm nistrative Ofice of the U S. Courts to revise the
utilization study to include the assunptions used to
devel op the planning nodel. Additionally, the conferees
direct the General Services Admi nistration to provide the
utilization rates of existing and proposed courtroons wth
any request for new construction, replacenent, or
expansi on of court space.

The conference agreenent includes |anguage proposed by the
Senat e aut horizing the General Services Admnistration to re-
acquire the parcel of land on Block 111, East Denver, Denver,
Col orado, which was sold at public auction by the Federa
governnent to the present owner of the property.

The conference agreenent includes |anguage proposed by the
Senate which provides that funds provided in fiscal year 1993
for the Hilo, Hawaii, federal building shall be expended for
t he pl anni ng and design of the Mauna Kea Astronony
Educati onal Center.



The conference agreenent del etes | anguage proposed by the
Senate regarding funding for the design of the Departnent of
Transportati on headquarters building and | anding rights at
Denver International Airport.

The conference agreenent includes |anguage included in the
House reported bill which provides that of the funds provided
for non-prospectus construction projects, $2,100,000 shall be
avail abl e for acquisition, |ease, construction, and equi ppi ng
of flexiplace tel econmuting centers.

The conferees have al so agreed to include |anguage in the
bill permtting the General Services Admi nistration to
purchase, at the appropriate price, real estate essential to
meet security interests related to the successful conpletion
of the new courthouse in Scranton, Pennsylvani a.

The conferees have provi ded $668, 031, 000 for repairs and
alterations as proposed by the Senate instead of $655, 031, 000
as proposed by the House. The conference agreenment provides
t hat $161, 500, 000 of the funds shall not be avail able for
obligation until Septenmber 30, 1999, instead of $19, 000, 000
as proposed by the House and $323, 800, 000 as proposed by the
Senat e.

The anount provided includes $25, 000,000 for the
chl or of | uorocar bons program and $25, 000, 000 for the energy
program as proposed by the Senate instead of $18, 500,000 for
each program as proposed by the House.

The conferees have agreed to list in the bill the anopunts
provi ded for each of the projects and activities to be
undert aken under Repairs and Alterations as proposed by the
Senate. Accordingly, there is no need for GSA to submt the
pl an for program execution called for in the House report.

The conference agreenent includes the | anguage contained in
the Senate bill regarding the use of funds for security
i nprovenents.

The conference agreenent includes |anguage proposed by the
House whi ch provides that funds provided in Public Law 103-
329 for the I RS Service Center in Holtsville, New York, shal
remai n avail able until Septenber 30, 1999.

The conference agreenent includes |anguage proposed by the
Senat e whi ch provides that $100, 000 shall be used to address
lighting issues at the Byrne-G een Federal Courthouse in



Phi | adel phi a, Pennsyl vani a; provides that $1, 600,000 shall be
used to conplete alterations at the M| waukee, W sconsin,
Court house; and provides that $1,100,000 may be used to
provide a new fence for the Suitland Federal Conplex in
Sui tl and, Maryl and.

The conferees have provided $215, 764, 000 for install ment
acqui sition paynments as proposed by the House and the Senate.
The conferees have provi ded $2, 583, 261, 000 for rental of
space as proposed by the Senate instead of $2,580, 461, 000 as
proposed by the House. The conference agreenent provides that
$15, 000, 000 of the funds provided shall not be available for
obligation until Septenmber 30, 1999, instead of $51, 667,000

as proposed by the Senate.

The conferees have provi ded $1, 554, 772,000 for building
operations as proposed by the House and the Senate. The
conference agreenent provides that $68, 000,000 of the funds
provi ded shall not be available for obligation unti
Sept ember 30, 1999, instead of $223, 000,000 as proposed by
t he House and $31, 095, 000 as proposed by the Senate.

The conference agreenent provides that $475,000 shall be
avai l able for the 1999 Wnen's Wrld Cup soccer event and
t hat $600, 000 shall be available for the 1999 Wrld Al pine
Ski Chanpi onshi ps.

public service recognition week

The conferees recogni ze that Public Service Recognition
Week, a program of the Public Enpl oyees Roundtabl e, has
educat ed Anerica about the value of the career workforce
whi ch carries out the daily operations of governnent. This
program which has existed for over ten years, plays an
inportant role in educating our nation's youth and providing
themwith tinely informati on about their government. The
conferees urge the General Services Adm nistration to support
the mission of the Public Enployees Roundtabl e and provide
adm ni strative and | ogistical assistance equaling $100, 000
for carrying out its Public Service Recognition Wek
activities.



| os angeles, california, civic center trust

The conferees are aware that the U S. Courthouse in Los
Angel es, California, will be serving as the cornerstone for
an econonmic revitalization of the Civic Center nei ghborhood,
where currently nmore than 50 public and private projects are
in various stages of devel opment. The Los Angeles City Civic
Center Trust, established by Project Restore, a nonprofit
organi zation, will facilitate and coordinate this
revitalization. The conferees urge the General Services
Admi nistration to continue its current work and support the
m ssion of the Los Angeles Civic Center Trust by providing
pl anni ng, adm nistrative, and |ogistical support for its
activities.

ronal d reagan courthouse--santa ana, california

The conferees understand that none of the artwork acquired
for the Ronal d Reagan Courthouse in Santa Ana, California,
recogni zes President Reagan. The conferees urge the Cenera
Services Adm nistration to acquire and display artwork
that appropriately conmenorates President Reagan. Further,

t he conferees urge the General Services Adm nistration to
work with the Ronal d Reagan Presidential Library and
Museumto determ ne the feasibility of maintaining a
rotating exhibit at the Ronal d Reagan Court house.

president harry s truman
The conferees note that there is no major recognition of
President Harry S Truman in the Nation's Capital. The
conferees request that the General Services Adm nistration
revi ew such proposals as may exist and report to the
Committees on Appropriations no later than June 1, 1999.

policy and operations

The conference agreenent appropriates $109, 594, 000 for



Policy and Operations instead of $108, 494,000 as proposed by
t he House and $106, 494, 000 as proposed by the Senate. The
conferees direct that $2,000,000 be provided for the pilot
project in digital |earning technol ogies as described in the
House report and that $1, 000,000 be used to initiate a

di gital education project.

The conferees have al so included | anguage in the bill that
provi des that $100,000 of the funds appropriated shall be
provided to the Property Disposal activity of this account.
Thi s ambunt represents the estimated fair market value of the
property to be conveyed to the City of Racine, Wsconsin, as
described in section 409 of the bill

The conferees have nodi fied | anguage proposed by the Senate
regarding the A d Post Ofice at 1100 Pennsyl vania Avenue in
Washi ngton, D.C., to nake the | anguage applicable only for
fiscal year 1999 and to require that the conprehensive plan
for use of the property also be approved by the Senate
Commi ttee on Environnment and Public Wrks and the House
Committee on Transportation and Infrastructure.

sur pl us equi pment to schools and educational institutions

The conferees urge the General Services Administration, in
line with its responsibilities for the disposal of excess and
surpl us Federal personal property, to pronote and foster the
transfer of excess and surplus conputer equipnment directly to
school s and to appropriate nonprofit, comunity-based
educati onal organi zations. The GSA shoul d comuni cate with
ot her Federal agencies to heighten their ongoi ng awar eness of
the existing opportunities at both the national and | oca
|l evels to neet the needs of the schools for such equi pnent.

Al l Federal agencies are required, to the extent permtted
by | aw and after determ ning that the equi pnment is excess to
their needs, to give highest preference to schools and
nonprofit organizations in the transfer of educationally
useful Federal conputer equipnment. Agencies are required to
inventory all conputer equipnent and identify in their
inventories their excess and surplus equi pnent. Federa
agencies are also required to report to GSA the transfer of
any personal property, including conputer equipnent, nmade to



nongovernmental entities such as schools.

The conferees conmend GSA and the O fice of Science and
Technol ogy Policy (OSTP) for the progress that has been nmade
sinmplifying and inproving the Federal Surplus Conputer
Donati on Program One renmai ning hurdle for schools interested
in participating in the programis the | ack of operating
systens on many donated conputers. The conferees urge GSA and
OSTP to work together with operating systemproviders to
devel op a partnership with those providers sinmlar to the
partnership that has already been forned with van lines to
assist in transporting donated conputers. The goal of this
partnership would be to provide operating systens to schools
whi ch receive computers through the donation program

federal office building in colorado springs, colorado

The Federal building |ocated at 1520 Wl lamette Ave. in
Col orado Springs, Colorado, is owned by GSA and is currently
| eased to the U S. Air Force Space Conmand. It is the
conferees' understanding that the Space Command is noving
ahead with options to vacate the facility. In the event that
Space Conmand does not renew its |ease and the facility
becones vacant and is deened surplus, the conferees urge GSA
to strongly consider the U S. Oynpic Conmttee's (USOC) need
for additional space and to give priority to the USCC s
request to gain title or acquire the property.

General Provisions--General Services Adm nistration

Section 401. The conference agreenent includes a provision
proposed by the Senate
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whi ch provides that accounts available to GSA shall be
credited with certain funds received from gover nnment
corporations. The provision was al so included in the House
reported bill.

Section 402. The conference agreenent includes a provision
proposed by the Senate which provides that funds available to



GSA shal |l be available for the hire of passenger notor
vehicl es. The provision was al so included in the House
reported bill.

Section 403. The conference agreenent includes a provision
proposed by the Senate which authorizes GSA to transfer funds
within the Federal Buildings Fund to neet program
requirements. A simlar provision was included in the House
reported bill.

Section 404. The conference agreenent includes a provision
proposed by the Senate which prohibits the use of funds to
submt a fiscal year 2000 budget request for courthouse
construction projects that do not meet design guide criteria,
do not reflect the priorities of the Judicial Conference of
the United States, and are not acconpani ed by a standardi zed
courtroomutilization study. A simlar provision was included
in the House reported bill.

Section 405. The conference agreenent includes a provision
proposed by the Senate which provides that no funds may be
used to increase the anount of occupi able square feet or
provi de cl eani ng services, security enhancenents, or any
ot her service usually provided, to any agency whi ch does not
pay the requested rental rates. The provision was al so
i ncl uded in the House reported bill.

Section 406. The conference agreenent includes a provision
proposed by the Senate which provides that funds provided by
the Information Technol ogy Fund for pilot information
technol ogy projects may be repaid to the Fund. The provision
was al so included in the House reported bill.

Section 407. The conference agreenent includes a provision
proposed by the Senate which permts GSA to pay clains of up
to $250,000 arising fromconstruction projects and the
acqui sition of buildings. The provision was al so included in
t he House reported bill.

Section 408. The conference agreenent includes a provision
proposed by the Senate providing $5, 000,000 for the
dermolition, cleanup, and conveyance of the property at bl ock
35, and ot 2 of block 36 in Anchorage, Al aska. The House
bill contained no simlar provision.

Section 409. The conference agreenent includes a provision
proposed by the Senate authorizing GSA to convey the property



whi ch contains the U S. Arnmy Reserve Center in Racine,
Wsconsin, to the City of Racine. The Senate | anguage has
been anended by del eting the phrase "~ without
consideration.'' The House reported bill contained a simlar
provi si on.

Section 410. The conference agreenent includes |anguage
proposed by the Senate directing the General Services
Admi nistration to enter into an operating |lease to acquire
space for the Department of Transportation headquarters. The
House bill contained no simlar provision.

Section 411. The conference agreenent includes a provision
proposed by the House regarding the fees charged by GSA for
the use of telecommuting centers by Federal agencies. The
Senate bill contained no simlar provision.

Section 412. The conference agreenent includes a provision
proposed by the Senate authorizing GSA to transfer property
in Dade County, Florida, to the University of Mam . The
Senat e | anguage has been amended to allow a | and exchange.
The House reported bill contained a simlar provision.

Section 413. The conference agreenent includes a provision
directing GSA to reincorporate the elenents of the origina
proposed design for the facade of the United States
Court house project in London, Kentucky, into the revised
design of the building. This will ensure that the
construction of the new courthouse is conpatible with the
architectural character of the historic existing U S.
courthouse. The construction of the project should in no way
be dimnished in order to achieve this goal. This provision
was included in the House reported bill

The conference agreenent del etes | anguage contained in
section 411 of the Senate bill which appropriates $14, 105, 000
for costs associated with the security of the Capitol
conpl ex. The conferees recognize the inportance of Capito
security and have consulted with and deferred to the
jurisdiction of the Legislative Branch Appropriations
Subcommittee to coordinate those requirenents.

Envi ronnental Di spute Resol ution Fund

The conference agreenent appropriates $4, 250, 000 for



capitalization of the Environnental Dispute Resol ution Fund
and operation of the United States Institute for
Environnental Conflict Resolution as proposed by the House.
The Senate did not include funds for this activity.

Merit Systens Protection Board

The conferees understand that an agreenent has been reached
between MSPB and its adm nistrative judges regarding the
establi shnment of a special pay classification for the
adm ni strative judges. The conferees are encouraged by this
progress and urge MSPB to work wth the proper House and
Senate authorizing conmttees and the O fice of Managenent
and Budget so this agreenment can be addressed in the fiscal
year 2000 budget subm ssion and through appropriate
| egi sl ative action.

Nati onal Archi ves and Records Adm nistration

OPERATI NG EXPENSES

The conference agreenent appropriates $224, 614, 000 for
operati ng expenses of the National Archives and Records
Adm nistration instead of $216, 753, 000 as proposed by the
House and $221, 030, 000 as proposed by the Senate. The
conferees have included | anguage del aying the availability of
$7,861, 000 of the funds appropriated until Septenber 30,
1999, instead of $4,277,000 as proposed by the Senate.

The conferees are aware that additional funds in the anount
of $5,411,000 are required in fiscal year 1999 for Year 2000
conpl i ance.

NATI ONAL PERSONNEL RECORDS CENTER

The conferees are aware that in many instances veterans are
experiencing significant delays, often as |ong as six nonths,
when attenpting to gain access to records they need to obtain
medi cal assistance or other benefits fromthe Nationa
Per sonnel Records Center in St. Louis, Mssouri. The



conferees believe that this is unacceptable. The conferees
are al so aware that the National Archives and Records

Admi ni stration (NARA) has initiated a business process re-
engi neering project at the center to address concerns about
the tinmeliness of responses to veterans' requests. The

i npl ementation of this project will take about five years at
a total cost of approximtely $6,000,000. The goal of the
programis to achieve case cycle tine of 10 days or |ess. For
fiscal year 1999, the NARA will be conducting a pilot test of
t he busi ness process re-engineering programto validate the
processes and methods that have been recommended. The
conferees have been inforned by NARA that this pilot test can
be funded fromw thin existing resources. The conferees
further understand that the Archives plans to begin

i npl ementation of this programin fiscal year 2000. The
conferees are very supportive of this extrenely inportant
effort and expect NARA to request the funds it needs to begin
i npl ementation of the programin the fiscal year 2000 budget.

REPAI RS AND RESTORATI ON

The conference agreenent appropriates $11, 325, 000 for
repairs and restoration of Archives facilities as proposed by
the Senate instead of $10, 450,000 as proposed by the House.
The conferees have not included | anguage proposed by the
Senate del aying the availability of $2,000,000 of the funds
until Septenber 30, 1999.

The conference agreenent includes |anguage proposed by the
Senate providing $875,000 for a requirenments study and design
of a facility in Anchorage, Al aska.

Nati onal Historical Publications and Records Conm ssi on

GRANTS PROGRAM

The conference agreenent appropriates $10, 000, 000 for the
Grants Program of the National Historical Publications and
Records Conmi ssion instead of $6, 000,000 as proposed by the
House and $11, 000, 000 as proposed by the Senate.



The conferees have included | anguage del aying the
availability of $4,000,000 of the funds until Septenber 30,
1999, instead of $5,500,000 as proposed by the Senate.

The conferees have agreed to provide $4, 000,000 for a grant
to the Center for Jewi sh History instead of $5,000,000 as
proposed by the Senate. The conferees note, however, that a
single grant of this size is far beyond the scope of
activities normally undertaken by the National H storica
Publ i cati ons and Records Conmi ssion. For exanple, the
Commi ssion expects to fund, in whole or in part, 103
proposals with the $5,500,000 provided in fiscal year 1998.
Therefore, the conferees agree that the funds provided for
the Center for Jewi sh History represent the total to be
provided fromthis account.

United States Tax Court

SALARI ES AND EXPENSES

The conference agreenent appropriates $32, 765,000 for the
United States Tax Court as proposed by the Senate instead of
$34, 490, 000 as proposed by the House.

TI TLE V-- GENERAL PROVI SI ONS
Thi s Act

Sec. 501. The conferees agree to continue to limt the
expendi ture of appropriated funds to the current year, unless
ot herw se desi gnat ed.

Sec. 502. The conferees agree to continue to limt funding
for consulting services.

Sec. 503. The conferees agree to continue to prohibit the
use of funds prohibiting the enforcenent of Sec. 307 of the
1930 Tariff Act. (Sec. 307 bans inported goods produced by
sl ave/ forced | abor).

Sec. 504. The conferees agree to continue the prohibition
on transfer of control over FLETC

Sec. 505. The conferees agree to continue to protect
civilian employee rights foll ow ng assignment with the Arned



For ces.

Sec. 506. The conferees agree to continue the requirenents
on "~ Buy Anerican Act'' conpliance.

Sec. 507. The conferees agree to continue Sense of
Congress'' | anguage regardi ng purchase of Anmerican made
equi prent and products.

Sec. 508. The conferees agree to continue to prohibit
contract eligibility where fraudul ent intent has been proven
in affixing ~ " Made in America'' |abels.

Sec. 509. The conferees agree to a provision proposed by
t he House whi ch prohibits funds

ENEEN
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to pay for an abortion or any adm nistrative expenses for
FEHBP pl ans that provide benefits or coverage for abortions.

Sec. 510. The conferees agree to a provision proposed by
the Senate in Title VI of this bill providing that Sec. 509
shall not apply if the life of the mother is in danger or the
pregnancy is the result of an act of rape or incest.

Sec. 511. The conferees agree to a provision proposed by
t he Senate which authorizes the use of unobligated bal ances
for certain purposes, providing that such requests be made in
conpl i ance with reprogranmm ng gui del i nes.

Sec. 512. The conferees agree to include a provision as
proposed by both the House and Senate which prohibits the use
of funds for the White House to request official background
reports without the witten consent of the individual who is
the subject of the report.

Sec. 513. The conferees have included | anguage which
provi des that funds provided in this Act may be used to
initiate or continue projects or activities, to the extent
necessary, consistent with existing agency plans, to achieve
Year 2000 (Y2K) conversion to ensure adequate fundi ng unti
such tinme as suppl enental appropriations are nade avail abl e
for that purpose. The | anguage al so includes a provision
whi ch requires agencies that use funds appropriated in this
Act for Y2K conversion activities to restore funds to the
program project, or activity fromwhich the funds were
obl i gated when suppl enental appropriations for Y2K conversion
activities are nmade avail abl e.



Sec. 515. The conferees agree to include a provision
aut hori zing the paynent of attorneys' fees, costs and
sanctions by the Federal governnent in the case Association
of American Physicians and Surgeons, Inc. v. Cinton fromthe
White House O fice Sal ari es and Expenses account, as proposed
by the House in the House-reported bill

Sec. 516. The conferees agree to include a new provision
aut hori zing the use of fifty percent of the fiscal year 1997
unobl i gat ed bal ances available to the White House Sal ari es
and Expenses account for the purposes of partially satisfying
t he conditions of Section 515.

Sec. 517. The conferees have agreed to include | anguage
whi ch nmakes technical corrections to the Mirris K Udal
Schol arshi p and Excel |l ence in National Environnmental and
Native American Public Policy Act of 1992.

Sec. 518. The conferees have agreed to include a new
provi sion regardi ng cost accounting standards to contracts
under the FEHBP

The conferees delete a provision which provides for the
appoi ntrent and reappoi ntnent of Staff Director and Genera
Counsel of the Federal Election Conm ssion.

TI TLE VI - - GENERAL PROVI SI ONS
Departnents, Agencies, and Corporations

Sec. 601. The conferees agree to continue a provision
aut hori zi ng agencies to pay costs of travel to the United
States for the immedi ate fam lies of Federal enployees
assigned to foreign duty in the event of a death or alife
threatening illness of the enpl oyee.

Sec. 602. The conferees agree to continue a provision
requiring agencies to admnister a policy designed to ensure
that all of its workplaces are free fromthe illegal use of
control | ed substances.

Sec. 603. The conferees agree to continue a provision
aut hori zi ng rei nmbursenent for travel, transportation, and
subsi st ence expenses incurred for training classes,
conferences, or other meetings in connection with the
provision of child care services to Federal enployees.

Sec. 604. The conferees agree to continue a provision



regarding price limtations on vehicles to be purchased by
t he Federal governnent.

Sec. 605. The conferees agree to continue a provision
al l owi ng funds nmade available to agencies for travel to al so
be used for quarters all owances and cost-of-living
al | owances.

Sec. 606. The conferees agree to continue a provision
prohi biting the Governnent, with certain specified
exceptions, from enploying non-U S. citizens whose posts of
duty would be in the continental U S.

Sec. 607. The conferees agree to continue a provision
aut hori zing agencies to use funds to pay GSA bills for
renovati ons and ot her services.

Sec. 608. The conferees agree to continue a provision
al l owi ng agencies to finance the costs of recycling and waste
prevention prograns with proceeds fromthe sale of materials
recovered through such prograns.

Sec. 609. The conferees agree to continue a provision
providing that funds may be used to pay rent and other
service costs in the District of Col unbia.

Sec. 610. The conferees agree to continue a provision
prohi biting the use of appropriated funds to pay the salary
of any nom nee after the Senate voted not to approve the
nom nati on.

Sec. 611. The conferees agree to continue a provision
precl udi ng the financing of groups by nore than one Federal
agency absent prior and specific statutory approval.

Sec. 612. The conferees agree to continue a provision
aut hori zing the Postal Service to enploy guards and give them
t he same special police powers as GSA guards.

Sec. 613. The conferees agree to continue a provision
prohi biting the use of funds for enforcing regul ati ons
di sapproved in accordance with the applicable |aw of the U S.

Sec. 614. The conferees agree to continue a provision
limting the pay increases of certain prevailing rate
enpl oyees.

Sec. 615. The conferees agree to continue a provision
limting the amount of funds that can be used for
redecoration of offices under certain circunstances.

Sec. 616. The conferees agree to nodify a provision
prohi biting the expenditure of funds for the acquisition of



addi tional |aw enforcenment training facilities.

Sec. 617. The conferees agree to continue a provision to
allow for interagency funding of national security and
ener gency tel ecommunications initiatives.

Sec. 618. The conferees agree to continue a provision
requiring agencies to certify that a Schedul e C appoi nt nent
was not created solely or primarily to detail the enployee to
t he White House.

Sec. 619. The conferees agree to continue a provision
requiring agencies to admnister a policy designed to ensure
that all of its workplaces are free fromdiscrimnation and
sexual harassnent.

Sec. 620. The conferees agree to continue a provision
prohi biting the use of funds for travel expenses not directly
related to official governnmental duties.

Sec. 621. The conferees agree to a new provision providing
that no adjustnent shall take effect in fiscal year 1999 in
the rates of basic pay for the statutory pay systens under
section 5303 of title 5, United States Code.

Sec. 622. The conferees agree to continue a provision which
prohi bits the use of appropriated funds in this or any other
Act to acquire information technol ogy which does not conply
with part 39.106 (Year 2000 conpliance) of the Federal
acqui sition regul ati ons.

Sec. 623. The conferees agree to continue the provision
prohi biting the inportati on of any goods manufactured by
forced or indentured child | abor.

Sec. 624. The conferees agree to nodify a provision which
prohibits the use of funds for Sunday prem um pay to an
enpl oyee unl ess the work was actually perforned.

Sec. 625. The conferees agree to continue a provision which
prohibits the use of funds to prevent Federal enployees from
comruni cati ng with Congress or to take disciplinary or
per sonnel actions agai nst enpl oyees for such comruni cati on.

Sec. 626. The conferees agree to a new provision that
provi des additional flexibility relating to the FTS 2000
contract.

Sec. 627. The conferees agree to a new provision to protect
Federal |aw enforcenent officers who intervene in certain
situations.

Sec. 628. The conferees agree to a new provision reformng



Federal firefighters overtinme pay.

Sec. 629. The conferees agree to a new provision requiring
a joint review by the Departnent of the Treasury, the
Departnent of Justice, and the O fice of National Drug
Control Policy on the coordination of Southwest border
counter drug activities.

Sec. 630. The conferees agree to a new provision that
provides that for fiscal year 1999 and each fiscal year
thereafter, each executive agency of the Federal governnent
shal | make avail able at a m ni mrum $50, 000 for expenses
necessary to carry out a flexiplace work tel ecommuting
program

Sec. 631. The conferees agree to a new provision to anend
permanent | aw to make Seni or Executive Service Presidenti al
Awar ds based upon base sal ary percentages of 20 percent (for
"“Meritorious Awards'') and 35 percent (for " Distinguished
Awards'') rather than the current dollar anounts.

Sec. 632. The conferees agree to a new provision to
i ncrease the fornmula used to cal cul ate the aggregate anount
avai |l able for performance awards to 10 percent of the Senior
Executive Service pool or 20 percent of the average of annual
rates of basic pay.

Sec. 633. The conferees agree to a new provision regarding
U. S. Governnent participation in the Universal Postal Union.

Sec. 634. The conferees agree to continue a provision
requiring the President to certify that no persons
responsi ble for adm nistering the Drug Free Workpl ace Program
are thensel ves the subject of random drug testing.

Sec. 635. The conferees agree to nodify a provision
prohi biting Federal training not directly related to the
performance of official duties.

Sec. 636. The conferees agree to continue a provision
prohi biting expenditure of funds for inplenentation of
agreenents in nondi sclosure policies, wthout
" Wi stleblower'' protection clauses.

Sec. 637. The conferees agree to continue a provision which
prohi bits executive branch agencies fromthe use of
appropriated funds for publicity or propaganda purposes to
support or defeat |egislation pending before Congress.

Sec. 638. The conferees agree to a new provision requiring
the OVMB to do an accounting statenment and associ ated report



on the cunmul ative costs and benefits of Federal regulatory
prograns, as proposed by the Senate and make this provision
applicable for one year only.

Sec. 639. The conferees agree to continue a provision
providing that no funds may be expended to provide an
enpl oyee's hone address to a | abor organi zati on except when
t he enpl oyee has aut horized such a disclosure or such
di scl osure has been ordered by a court of comnpetent
jurisdiction.

Sec. 640. The conferees agree to continue a provision
aut horizing the Secretary of the Treasury to establish
scientific certification standards for explosives detection
cani nes.

Sec. 641. The conferees agree to continue a provision
prohi biting the use of appropriated
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funds to provide nonpublic information such as mailing or
tel ephone lists to any person or organi zati on outside of the
Gover nnment .

Sec. 642. The conferees agree to continue a provision
prohi biting funding for publicity or propaganda purposes not
aut hori zed by Congress.

Sec. 643. The conferees agree to a new provision that
directs the U S. Marshals Service to conduct a quarterly
t hreat assessnent on the Director of the Ofice of Nationa
Drug Control Policy upon which the Director's security needs
wi || be based.

Sec. 644. The conferees agree to a new provision to expand
section 636 of the Treasury, Postal Service and General
Gover nnent Appropriations Act, 1997 (Public Law 104-208) to
i ncl ude the judicial branch.

Sec. 645. The conferees agree to a new provision directing
enpl oyees to use " “official tinme'' in an honest effort to
performofficial duties. The conferees agree that this
section does not affect the rights and responsibilities under
chapter 71 of title 5, United States Code.

Sec. 646. The conferees agree to a new provision providing
monetary relief to inporters whose |egally purchased goods
were denied entry upon arrival because of changes in official



policy.

Sec. 647. The conferees agree to a new provision regarding
pay for Federal enployees. The conferees anticipate that the
President will issue an Executive Order allocating the 3.6
percent pay increase between an increase in rates of basic
pay for the statutory pay systems under section 5303 of title
5, United States Code, and increases in conparability-based
| ocality paynents for General Schedul e enpl oyees under
section 5304. The conferees have not made the | anguage nore
specific so that the President nay exercise his discretion to
di stribute any anount allocated for conparability-based
| ocality paynments in the nost appropriate fashion anong the
pay localities established by the President's Pay Agent.

Sec. 648. The conferees agree to a new provision requiring
the Postal Rate Commi ssion to submt an annual report to
Congress regarding international mail rates.

Sec. 649. The conferees agree to a new provision to extend
t he sunset date for Section 2(f)(2) of the Undetectable
Firearnms Act of 1988 (18 U.S.C. 922 note) from 10 to 15
years.

Sec. 650. The conferees agree to a new provision to direct
the Custons Service, in consultation with the U S. Trade
Representative and the Departnent of Commrerce, to report on
the inportation of certain grains.

Sec. 651. The conferees agree to a new provision to
desi gnate the Eugene J. McCarthy Post O fice Building.

Sec. 652. The conferees agree to a new provision
aut hori zing the use of credit card rebates to support the
Joi nt Financial Managenent | nprovenent Program

Sec. 653. The conferees agree to a new provision addressing
use of accrued |eave as it applies to Senior Executive
Service reduction in force actions.

Sec. 654. The conferees agree to a new provision directing
agenci es to assess the inpact of Federal regulations and
policies on famlies.

Sec. 655. The conferees include a new provision relating to
the application of 18 U S.C., Section 922(t).

Section 656. The conferees agree to a new provision
addressing contraceptive coverage in health pl ans
participating in the FEHB program

The conferees delete a provision included by the House



prohi biting the use of appropriated funds for new nonpost al
comrercial activities or pack and send services.

The conferees delete a provision included by the Senate
prohi biting the acquisition of products produced by forced or
i ndentured child | abor.

The conferees delete a provision included by the Senate
aut hori zi ng agencies to provide child care in federal or
| eased facilities.

The conferees delete a provision included by the Senate
expressing a sense of Congress that a postal stanp be created
to commenorate Gskar Schindl er.

The conferees delete a provision included by the Senate
prohi biting the use of any funds in this Act to pay for
abortions or admnistrative expenses of any FEHBP pl ans which
provi de abortion benefits. This provision is addressed in
Section 509.

The conferees delete a provision included by the Senate
aut hori zing the expenditure of funds for abortions under the
FEHBP if the life of the nother is in danger or the pregnancy
is the result of an act of rape or incest. This provision is
addressed in Section 510.

The conferees delete a provision included by the Senate
requiring any Senate or House bill or joint resolution of a
public character to include a detailed analysis of the
potential inpact of such legislation on fanmily well-being and
on children.

The conferees delete a provision included by the Senate
aut hori zi ng $420, 000, 000 in energency funding for the
Strategi c Petrol eum Reserve.

The conferees delete a provision included by the Senate
expressing the sense of Congress that a postal stanp be
created to honor the 150th Anniversary of Irish immgrants to
the United States.

The conferees delete a provision included by the Senate
aut hori zing the Conmmunity and Postal Participation Act of
1998.

The conferees delete a provision included by the Senate
wai ving Section 611 of this title to permt interagency
fundi ng of the National Bioethics Advisory Conmm ssion.

The conferees delete a provision included by the Senate to
permt the interagency funding of the National Science and



Technol ogy Counci | .

The conferees delete a provision included by the Senate
al l owi ng amounts appropriated in this Act to be transferred
to the FLETC ACI RE account. The conferees address this
appropriation in Title I of this Act.

The conferees delete a provision dealing with child care in
Federal facilities, proposed by the Senate.

TITLE VII11--TECHNI CAL AND CLARI FYI NG AMENDMENTS

The conferees delete a new title authorizing the Ofice of
Nati onal Drug Control Policy proposed by the Senate and
instead insert a newtitle regarding adm nistration of the DC
Retirenment Trust Fund.

TI TLE | X--HAI TI AN REFUCGEE | MM GRATI ON FAI RNESS ACT OF 1998

The conference agreenent includes a new Title, the Haitian
Ref ugee I mm gration Fairness Act of 1998, as proposed in the
Senate bill, which provides certain Haitians who were parol ed
into the United States before December 31, 1995 and who
applied for asylum by that date, and certain unacconpani ed
mnors, to apply for adjustnment of status. The House had no
sim | ar provision.

In addition, the conference agreenment adds a seciton
requiring detailed reports fromthe Conptroller General on
the nunbers of aliens who apply for and receive status
adj ust nent under this Act.

conference total--with conparisons

The total new budget (obligational) authority for the

fiscal year 1999 reconmmended by the Conmittee of Conference,

with conparisons to the fiscal year 1998 anmpunt, the 1999

budget estimtes, and the House and Senate bills for 1999

foll ow
New budget (obligational) authority, fiscal year 1998...$25, 325, 767, 500
Budget estimates of new (obligational) authority, fiscal 26,839,489, 000
House bill, fiscal year 1999......... ... . . ... . ... ... ..... 26, 614, 669, 000
Senate bill, fiscal year 1999......... ... ... ... ... ... . ... 29, 923, 612, 000



Conference agreenent, fiscal year 1999................... 26, 772,527, 000
Conf erence agreenent conpared with
New budget (obligational) authority, fiscal year 1998..+1, 446, 759, 500
Budget estimates of new (obligational) authority, fiscal y-66,962,000
House bill, fiscal year 1999......... ... .. ... ... .. ... ..... +157, 858, 000
Senate bill, fiscal year 1999.......... ... .. .. .. .. ..... -3, 151, 085, 000

Addi ti onal Provisions (Division A

Sections 102-134

The conference agreenent includes $50,000,000 in final year
fundi ng for the nonpower prograns of the Tennessee Vall ey
Aut hority. Wthin this anmount, $7,000,000 is provided for
Land Between the Lakes.

The conference agreenent includes | anguage permtting the
Tennessee Vall ey Authority (TVA) to repurchase bonds issued
by the Federal Financing Bank (FFB) wi thout prepaynent
penalty. This provision will permt TVA to prepay its | oans
at less than their full contractual value, resulting in a
savings to TVA of approximately $810, 000, 000 over ten years.
The FFB, however, retains its contractual obligation to repay
its corresponding loan fromthe Treasury at the full market
value of the TVA loan. This will require additional
appropriations to the FFB

The conference agreenent repeals section 312 of the Energy
and Water Devel opnent Appropriations Act, 1999. Section 312
del ayed until Septenber 30, 1999, the obligation of
$57, 000,000 in the Atom c Energy Defense Activities, Wapons
Activities appropriation account.

The conference agreenent provides $35, 000,000 for the
Col unbi a River Fish Mtigation, Wshington, O egon and | daho,
project of the U S. Arny Corps of Engineers.

The conference agreenent provides: $1,500,000 of previously
appropriated funds to initiate construction of the Del aware
Ri ver Mai nstem and Channel Deepeni ng, Del aware, New Jersey,
and Pennsyl vani a, project; $400,000 of previously
appropriated funds to initiate a conprehensive aquatic
ecosystemrestoration study in the Upper Susquehanna-
Lackawanna Wat ershed; and $340, 000 of previously appropriated



funds to initiate construction of the Pierre, South Dakota,
flood mtigation project, subject to authorization. The
agreenent al so includes $1, 500, 000 of previously appropriated
funds for water-related environnental infrastructure and
resource protection and devel opnent projects in Allegheny
County, Pennsylvania. O this amunt, $500,000 is for water
resource projects in Scott Township, $500,000 is for projects
in Shal er Township, and $500,000 is for projects in the
muni ci pality of Penn Hills.

The conference agreenent includes authorization and
$750, 000 for repair of the Archusa Water Park Dam Quitman,

M ssi ssi ppi .

The conference agreenent includes $60, 000,000 for solar and
renewabl e progranms in the energy supply account in addition
to the amount provided for fiscal year 1999 in the Energy and
Wat er Devel opment Appropriations Act, 1999 (P.L. 105-245). O
this amount, $42, 000,000 has been provided to reduce the
$50, 000, 000 general reduction in the
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energy supply account that otherw se woul d have been applied
to solar and renewabl e prograns. The renai ni ng $18, 000, 000
has been provided for high-priority solar and renewabl e
research and devel opnent activities. The Departnent is
directed to submt a proposal for approval by the Conmittees
on Appropriations within thirty days of enactnent of this
bill which includes the Departnent's plan to direct this
addi ti onal amount to high-priority progranms. The entire

$60, 000,000 is to remain avail abl e through Septenber 30,
2000.

The conference agreenent includes $15, 000,000 for the
Departnent of Energy to participate in the Next Generation
Internet program The Departnment is directed to award funds
under this programusing full and open competitive
pr ocedures.

The conference agreenent includes |anguage prohibiting the
use of funds appropriated for fiscal year 1999 to study, or
i npl ement any plan for, the drainage of Lake Powell or the
deconmi ssi oni ng of G en Canyon Dam

The conference agreenent provides $100, 000, 000 for



construction of and inprovements to surface transportation
projects located in the Cormonweal th of Massachusetts.

The conference agreenent provides $100, 000, 000 for
construction of and inprovenments to Corridor X of the
Appal achi an devel opnent hi ghway systemw thin the State of
Al abama.

The conference agreenent provides $32, 000, 000 for
construction of and inprovenments to the Appal achi an
devel opnent hi ghway systemin West Virginia.

The conference agreenent provides $100, 000, 000 for
construction of and inprovements to highway projects
desi gnated by section 1105(c)(18)(C(ii) of the Internode
Surface Transportation Efficiency Act of 1991, as anended by
section 1211(i) of the Transportation Equity Act for the 21st
Century.

The conference agreenent includes an appropriation of
$28, 000, 000, to remain available until expended, to enable
the Secretary of Transportation to make grants to the state-
owned Al aska Railroad. These funds are to be utilized for
pl anni ng, design, adm nistration and construction costs
associated with the Anchorage International Airport-rai
passenger station.

The conference agreenent rescinds $392, 000,000 i n excess
contract authority fromthe Federal Transit Adm nistration's
di scretionary grants program A simlar rescission was
proposed by the Senate as part of the fiscal year 1999
Departnment of Transportation and Rel ated Agenci es
Appropriations Act.

The conference agreenment includes a provision that provides
within funding provided in the Departnment of Transportation
and Rel at ed Agenci es Appropriations Act, 1999, for
di scretionary grants under the obligation Iimtation for
Federal Aviation Admnistration, ~~Gants-in-Aid for
Airports'' in fiscal year 1999, not |less than $11, 250, 000
shal | be nade avail able for capital inprovenent projects at
the W1 kes-Barre/ Scranton International Airport. These
projects are in the FAA-approved airport |ayout plan, and
i ncl ude construction of a new term nal building, relocation
of the FAA air traffic control tower, and relocation of the
airport rescue and firefighting facility. The conference
agreenent includes an understandi ng that the airport



authority is supportive of renamng this airport after
Congressman Joseph M MDade, who has served that area of
Pennsylvania faithfully and diligently for 36 years. The
conferees are strongly supportive of the airport's efforts in
this regard.

The conference agreenment includes a provision that provides
within funding provided in the Departnment of Transportation
and Rel at ed Agenci es Appropriations Act, 1999, for
di scretionary grants under the obligation Iimtation for
Federal Aviation Admnistration, ~~Gants-in-Aid for
Airports'' in fiscal year 1999, not |ess than $7, 000, 000
shal |l be nade available for capital inprovenent projects at
the M nneapolis/St. Paul International Airport.

The conference agreenent anends the appropriating paragraph
for the Joint Comnmittee on Printing in the Conference Report
on the Legislative Branch Appropriations, 1999 (H R 4112) to
provide that the $150, 000 nade avail able, subject to certain
conditions, to the Conmmttee on House Oversight shall be
di sbursed by the Chief Admnistrative Oficer of the House of
Represent ati ves.

The conference agreenent includes a provision to
appropriate $30, 000, 000 for the purpose of carrying out the
provi sions of the American Fisheries Act, which is included
in Division C, title Il of this Act, as follows: (1) $750, 000
for the cost of a direct |oan under section 207(a); (2)
$20, 000, 000 for direct payments under section 207(d); (3)
$250, 000 for the cost of the direct | oans under section
211(e); (4) $1,000,000 for the cost of direct loans in the
Bering Sea and Al eutian Island crab fishery; and (5)
$8, 000, 000 for administrative expenses associated with
i npl ementation of this title. Neither the House nor Senate
bills addressed this matter.

The conference agreenment inserts a new general provision,
whi ch includes the follow ng anmounts in addition to the
anounts provided in the conference report (H Rept. 105-769)
acconpanying H R 4194:

(1) %10, 000,000 for the housing opportunities for persons
with AIDS account. This ampount is an increase above the
$215, 000, 000 provided for this programin the Fiscal Year
1999 Departnments of Veterans Affairs and Housi ng and Urban
Devel opnent, and | ndependent Agenci es Appropriations Act;



(2) $45, 000,000 for grants of $3,000,000 to each urban
enpower ment zone desi gnated by HUD under the Taxpayer Reli ef
Act of 1997 for econom ¢ devel opnent activities consistent
with the strategic plan of each empowernent zone;

(3) $20, 000,000 for ""State and tribal assistance grants'
for wastewater infrastructure needs in Boston, Massachusetts.
Thi s additional funding brings the fiscal year 1999
appropriation for Boston's wastewater infrastructure project
to $50, 000, 000;

(4) $10, 000,000 for AnmeriCorps grants. This amount is an
i ncrease above the earmarking of not nore than $227, 000, 000
for such grants provided in the Fiscal year 1999 Departnents
of Veterans Affairs and Housi ng and urban Devel opnment, and
I ndependent Agenci es Appropriations Act;

(5) %10, 000,000 for " Science and technology'' to conduct
addi ti onal research pursuant to the Climate Change Technol ogy
Initiative. For fiscal year 1999, $37,000,000 has been
provi ded for such research in this account;

(6) $15, 000,000 for the """ Comunity devel opnent financi al
institutions fund program account'', bringing the total
fiscal year 1999 funding level to $95, 000, 000; and

(7) $5,000, 000 of the community devel opment bl ock grant
funds provided in the 1999 appropriations shall be for a
grant to Cayuga County, New York, to repair and rehabilitate
the seawal I s at the Onasco Lake outl et.

The conference agreenent inserts a new general provision
repealing Sec. 202 regarding GSE Default Loss Protection in
the Departnents of Veterans Affairs and Housi ng and Urban
Devel opnent, and | ndependent Agenci es Appropriations Act,
1999.

The conference agreenment inserts a new general provision
maki ng a technical correction to targeting |anguage in the
Quality Housing and Work Responsibility Act of 1998.

The conference agreenment inserts a new general provision
clarifying the use of funds provided to Cklahoma City,

Okl ahoma t hrough the Conmunity Devel opnment Bl ock Grants
programin the fiscal year 1999 appropriations Act.

The conference agreenment inserts a new general provision
maki ng technical nodifications to a 1999 econom ¢ devel opnent
initiative grant for Hawaii .

The conference agreenment inserts a new general provision



maki ng technical nodifications to the reappointnent authority
of the VA's Under Secretary for Health.

The conference agreenent includes new | anguage establishing
a Trade Deficit Review Conm ssion to study the nature, causes
and consequences of the United State nerchandi se trade and
current account deficits and report its findings to the
Presi dent and the Congress. The conference agreenment al so
i ncl udes | anguage under this section appropriating $2, 000, 000
for the expenses of this Conmm ssion. Neither the House nor
Senate bills addressed this matter.

Sec. 130. The conference agreenment includes a new section
as proposed by the Administration that directs the Secretary
of the Treasury to invest, or direct the Trustee to invest,
the assets of the District of Colunbia Pension Fund for
Police Oficers, Fire Fighters, and Teachers, in public debt
securities not later than Septenber 30, 1999. The i ntended
results of this action, according to the Adm nistration, is
to increase Federal receipts by an estimated $2.414 billion
in fiscal year 1999 and reduce receipts in subsequent years.

Sec. 131. The conference agreenent appropriates $25, 000, 000
as proposed by the Adm nistration for econom c devel opnent
pl anni ng, project devel opnent, capital investnents, |oans,
grants, adm nistrative expenses and ot her purposes included
in authorizing | egislation enacted by the Council of the
District of Columbia. The conference agreenent directs that
none of these funds be obligated or expended until at | east
30 days after the District of Colunbia Financia
Responsi bility and Managenment Assistance Authority submits a
spendi ng plan to Congress.

Sec. 132. The conference agreenent appropriates $30, 000, 000
as proposed by the Adm nistration for special education costs
in the District of Col unbia.

Sec. 133. The conference agreenent appropriates $20, 000, 000
as proposed by the Adm nistration for Year 2000 information
technol ogy and rel ated chip replacenent projects in the
District of Columbia. The conference agreenent directs that
none of these funds be obligated or expended until at | east
30 days after the District of Colunbia Financia
Responsi bility and Managenment Assistance Authority submits a
spendi ng plan to Congress.

Sec. 134. The conference agreenent appropriates $50, 000, 000



as proposed by the Adm nistration for the repair and

mai nt enance of roads, highways, bridges and transit in the
District of Columbia and ot her econon c devel opment projects
and planning in the District of Colunbia. The conference
agreenent directs that none of these funds be obligated or
expended until at |east 30 days after the District of

Col unbi a Fi nanci al Responsibility and Managenment Assi stance
Aut hority submits a spending plan to Congress.

Dl VI SI ON B- - EMERGENCY SUPPLEMENTAL APPROPRI ATl ONS
TITLE I --M LI TARY READI NESS AND OVERSEAS CONTI NGENCY OPERATI ONS
CHAPTER 1
Departnment of Defense--Mlitary

Chapter 1 of this title includes a total of $5,958, 053, 000
in enmergency suppl emental appropriations for the Departnment
of Defense.
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The conference agreenent includes: $1, 301, 000,000 for urgent
per sonnel and readi ness requirenents of the armed forces;
$1, 858, 600, 000, the amount requested by the President for
over seas contingency operations; and $259, 853,000 for costs
resulting fromdamge incurred at U S. mlitary installations
in the United States and South Korea due to natural disasters
(chapter 3 of this title includes related mlitary
construction funding). Additional funding is provided in this
chapter for Ballistic Mssile Defense enhancenents, defense
counter-drug and drug interdiction activities, and certain
classified activities.

The follow ng table provides details of the energency
suppl emental appropriations in this chapter for mlitary
readi ness, overseas contingency operations, and damages
resulting fromnatural disasters.

SUPPLEMENTAL APPROPRI ATI ONS, DEPARTMENT OF
DEFENSE



[In thousands of doll ars]

Readi ness Cont i ngency Facilities

enhancenent s oper ati ons repair

AN MY .
10, 000 310, 600 0

NV Y . o
33, 300 9, 275 0

MBI NE COF PS. o ot i e e e
8, 900 2,748 232

AT FOr Ce. . o e
0 17, 000 0

0 0 343

10, 000 2,295 100

Total, Mlitary Personnel ....... ... ... . .. . .. .. . .. . .. ... . ...
62, 200 341, 918 675

Oper ati on and Mi nt enance:

AN MY .
314, 500 0 139, 056

NV Y . o e
232, 600 0 57,179

MBI NE COF PS. o ot it e e e e
52, 400 0 8,470

AT FOr Ce. o
303, 000 0 34, 254

Ay RES eI V. .
3,000 0 853

NaVy ReSerVe. . . .. e
0 0 5, 058

Marine Corps ReServVe. ... ... ... e e
3,300 0 0

AT FOrCe RESEIVe. ... e e e
9, 000 0 0

Arnmy National Guard............ . .. . . . .



50, 000 0 5, 750

Air National Guard.......... ... .
21, 000 0 4, 355

Overseas Contingency Operations Transfer Fund...............
0 1,516, 682

Moral e, Welfare and Recreation and Personnel Support........
50, 000 0 0

Total, Operation and Maintenance..........................

1, 038, 800 1,516, 682 254,975

O her Departnent of Defense Prograns:

Navy Working Capital Fund........ ... ... .. ... ... . . ... .. .. ....
0 0 2,083
Defense Health Program ...... ... ... .. . . . .. . ...
200, 000 0 2,120
Total, O her Departnent of Defense Progranms...............
200, 000 0 4,203
Grand Total ....... ...
1, 301, 000 1, 858, 600 259, 853

Readi ness Enhancenents
The conference agreenent includes a total of $1,301, 000, 000
to enhance personnel - and readi ness-rel ated prograns

supporting the arnmed forces, in the foll ow ng categori es:

Personnel Recruiting and Retention Initiatives:

Mlitary Personnel, Army.......... ... ... $10, 000, 000
MIlitary Personnel, Navy........... .. .. .. . . .. 23, 300, 000
MIlitary Personnel, Marine Corps......... ... ... 8, 900, 000
Operation and Maintenance, Navy.............. ... ... ........ 38, 600, 000
Operati on and Mai ntenance, Marine Corps.................... 13, 500, 000
Operati on and Mai ntenance, Air Force....................... 10, 000, 000
Operati on and Mai ntenance, Arny Reserve..................... 3, 000, 000

Operati on and Mai ntenance, Air Force Reserve................ 3, 000, 000



Oper ati on and Mi nt enance,

Subt ot al

PPERSTEMPO Rel i ef
MIlitary Personnel, Navy..
Reserve Personnel, Navy..
Oper ati on and Mi nt enance,

Subt ot al

MAR and Per sonnel

Fl yi ng Hours/ Spare
Operati on and Mai
Operati on and Mai
Operati on and Mai
Operati on and Mai

Support. ..
Parts:

nt enance,
nt enance,
nt enance,
nt enance,

Subt ot al

Mai nt enance

and Mai
and Mai
and Mai
and Mai

Depot
Operation
Operation
Operation
Operation

nt enance,
nt enance,
nt enance,
nt enance,

Subt ot al

Operating Forces Support:
Oper ati on and Mi nt enance,
Oper ati on and Mi nt enance,
Oper ati on and Mi nt enance,

Initiatives:

Air National Guard............... 3, 000, 000
............................... 113, 300, 000
................................. 10, 000, 000
................................. 10, 000, 000
Marine Corps. . ...... ..., 5, 500, 000
................................. 25, 500, 000
................................. 50, 000, 000
Navy. .. ..o 45, 000, 000
Ar Force......... ..., 170, 000, 000
Air Force Reserve................ 6, 000, 000
Air National Guard.............. 18, 000, 000
................................ 239, 000, 000
Army. 30, 000, 000
Navy (Aviation)................. 75, 000, 000
Navy (Ships).................... 74, 000, 000
Ar Force......... ..., 123, 000, 000
................................ 302, 000, 000
Army. o 284, 500, 000
Marine Corps.................... 12, 700, 000
Arny National Guard............. 50, 000, 000




Subtotal ....... . . 347, 200, 000

I ndi vi dual Conbat Equi prent:

Operati on and Mai ntenance, Marine Corps.................... 20, 700, 000
Oper ati on and Mai ntenance, Marine Corps Reserve............. 3, 300, 000
Subtotal .......... . .. 24, 000, 000
Defense Health Program ......... ... . .. . . . .. . . ... 200, 000, 000

over seas contingency operations

The conference agreenent includes $1, 858,600, 000, the
anount requested by the President, for the costs of ongoing
over seas contingency operations.

facilities repair
The conference agreenent includes a total of $259, 853, 000
to conduct repairs to U.S. mlitary facilities both within
the United States and overseas due to storm damage and ot her

nat ural disasters. This funding is distributed as foll ows;

Kor ea Fl oodi ng:

Operation and Maintenance, Army.............. .. ..., $134, 056, 000
Operation and Mai ntenance, Air Force........................ 1, 700, 000
Subtotal ......... . . .. 135, 756, 000

Hurri cane Bonni e:
Operation and Maintenance, Navy............ .. ... .. .. ... ..... 7, 300, 000
Operati on and Mai ntenance, Marine Corps..................... 8, 200, 000
Operati on and Mai ntenance, Navy Reserve....................... 408, 000



Navy Working Capital Fund........ ... .. ... ... ... . . ... .. .. .... 1, 758, 000

Subtotal ....... . . 17, 666, 000

Hurri cane Earl :

Operation and Maintenance, Arnmy............ .. ... 2,184, 000
Operation and Maintenance, Navy.............. .. ... ... 100, 000
Subtotal ......... ... 2,284, 000

Hurri cane Georges:

MIlitary Personnel, Marine Corps. ... .. ... ... 232, 000
Reserve Personnel, Army. ... ... ... 343, 000
Reserve Personnel, Navy...... ... .. ... . i 100, 000
Operation and Maintenance, Arnmy............ .. ... 2,816, 000
Operation and Maintenance, Navy................ ... .. ....... 49, 779, 000
Operati on and Mai ntenance, Marine COorps........... ..., 270, 000
Operati on and Mai ntenance, Air Force....................... 32,554, 000
Operati on and Mai ntenance, Arnmy Reserve....................... 853, 000
Operati on and Mai ntenance, Navy Reserve..................... 4, 650, 000
Operati on and Mai ntenance, Arny National CGuard.............. 5, 750, 000
Operati on and Mai ntenance, Air National Guard............... 4, 355, 000
Navy Working Capital Fund.......... ... ... .. . . . .. . . . . . .. .. ... 325, 000
Defense Health Program ......... ... . .. . . . . . . . ... 2,120, 000

Subtotal . ... ... e e $104, 147, 000

classified prograns

Adjustnents to classified prograns are addressed in a
classified annex acconpanying this conference agreenent.

def ense heal th program



The conference agreenent includes $200, 000, 000 i n emergency
suppl emental appropriations for the Defense Health Program
to address funding shortfalls and other requirements which
have energed since subm ssions of the fiscal year 1999 budget
request. These funds shall be used, as required, to address
the operation and mai ntenance program | evel adjustnents
directed in the conference report acconpanying the Depart nent
of Defense Appropriations Act, 1999; new m ssion
requi rements, including inplementation of automated clinica
gui del i nes and out conme nmanagenent; and backlogs in rea
property mai ntenance.

drug interdiction and counter-drug activities, defense
The conference agreenent includes $42,000, 000 in emergency

suppl emental appropriations for the follow ng high-priority
requirements:

National Guard General Support............ ... ... . . ... .. .. .... $20, 000, 000
Qbservation/ Spray Aircraft. ... ... .. . . .. . . 8, 000, 000
Cari bbean/ Eastern Pacific Surface Interdiction................ 8, 000, 000
Operation CAPER FOCUS. . .. .. ... e e e 6, 000, 000
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CGeneral Provisions--This Chapter

Division B, Title | of the conference agreenent includes
section 101, which provides authorization for intelligence
activities in this Act.

The conference agreenment includes section 102, which
provi des $1, 000, 000, 000 i n energency suppl ement al
appropriations for Ballistic Mssile Defense program
enhancenents.

Recent | aunches of |onger range and increased payl oad
rockets by Iran and North Korea have highlighted the grow ng
threat posed by ballistic mssiles. Despite significant
i nvest ment and strong congressi onal support, this nation has
achieved only limted inprovenents in its ability to defeat
theater ballistic mssiles since facing this threat during



OQperation Desert Storm Further, as highlighted by the
recent report of the commi ssion to Assess the Ballistic
Mssile Threat to the United States, nore and nore nations
have within the grasp access to intercontinental ballistic
mssiles (ICBM and | CBM technol ogy. The United States
must respond now. To enable this response, the conference
agreenent includes an energency suppl enental appropriation
of $1, 000, 000, 000 for ballistic nmissile defense program
enhancenents.

The funds are for the sol e purpose of enhancing our ability
to confidently and expeditiously devel op and deliver
ballistic mssile defense capability, and shall be avail able
only for allocation by the Secretary of Defense. The
Secretary shall use these funds only to accelerate
devel opnent and enhance testing of theater and nati onal
ballistic mssile defense prograns, and shall also give
consideration to allocating these funds to program and
infrastructure activities which accelerate this nation's
efforts to field theater and national ballistic mssile
defense capability. The Secretary of Defense shall provide
written notification to the congressional defense comrttees
30 days before allocating any of the available funds to a
specific ballistic mssile defense program

The conference agreenent includes section 103, which
provi des $259, 853,000 i n energency suppl enent al
appropriations only energency expenses incurred at U S.
mlitary facilities or installations as a result damage or
ot her natural disasters.

The conference agreenment includes section 104, which
provi des $2, 000, 000 in suppl enental appropriations only for

the construction of additional "~ Fisher Houses'', which are
used by mlitary famlies for tenporary | odgi ng when
confronted with the illness or hospitalization of service

menmbers or their dependents.

The conference agreenent includes section 105, which amends
section 8136 of the Departnent of Defense Appropriations Act,
1999.

CHAPTER 2

DEPARTMENT OF ENERGY



Atom c Energy Defense Activities
O her Defense Activities

The conference agreenent includes $200, 000, 000 for
expendi tures in the Russian Federation to inplenment a United
St at es/ Russi an accord for the disposition of excess weapons
pl utonium None of these funds may be obligated until the
Departnment of Energy submits a detailed budget justification
to Congress, and the House and Senate Conmittees on
Appropriations have approved the proposal.

The conference agreenent includes $325, 000,000 for the
purchase of natural uranium associated with the 1997 and 1998
deliveries under the United States-Russian Highly Enriched
Urani um ( HEU) Purchase Agreenent.

CHAPTER 3
DEPARTMENT OF DEFENSE--M LI TARY CONSTRUCTI ON

The conference agreenent provides a total of $209, 492, 000,
of which $118, 000,000 i s designated as an energency, as
requested, for damage related to nonsoons in the Republic of
Korea, and $91, 492,000 is provided as a contingency for storm
rel ated danage. Authorization for these projects, including
pl anni ng and design, is provided in 10 U.S.C. 2854 and 10
U S.C. 2803.

MIlitary Construction, Arny
The bill includes $118, 000, 000, as requested, for planning

and design and to replace facilities destroyed by npbnsoons in
the Republic of Korea during August of 1998, as follows:

Location/ Facility Cost

Canp Casey:
Whol e Barracks Conplex Renewal ............. ... .. .......... $29, 000, 000
Bachelor O ficer Quarters........ ... i, 6, 500, 000

VA BNOUS S, . . . o e 7,700, 000



Administrative Facility..... ... .. . . . . . . . . . . 10, 600, 000

Vehicle Maintenance Shop............ .. .. .. . . . .. 7,500, 000
Subtotal, Canp Casey. ... ... 61, 300, 000

Canp Hovey:
Whol e Barracks Conplex Renewal .......... ... .. ... ... ........ 20, 000, 000
Bachelor O ficer Quarters.......... ... 6, 400, 000
Subtotal, Canp Hovey. ... ... ... .. . .. . 26, 400, 000

Canmp Red d oud:

Consolidated Admi nistrative Facility........................ 6, 900, 000
Bachelor Oficer Quarters........ ... ... 12, 400, 000
Subtotal, Canp Red Cloud. ....... .. ... ... . . ... .. . . . ... .... 19, 300, 000

Canp Howze:
Community Service Center......... ... ... 1, 750, 000
Conmpany QOperations Building........... ... ... ... ... .. .. ..... 2,650, 000
Subtotal, Canp Howze. ... ... ... ... . . ... 4,400, 000
Planning and Design. .. ... ... e 6, 600, 000
Gand Total........... . . . . . . 118, 000, 000

In a nunber of instances, these construction projects
i ncl ude consol idation of activities that were previously
conducted in a number of facilities that have been destroyed.
All projects, for which funds are appropriated, including
such consolidations and planning and desi gn, are authorized
by 10 U. S.C. 2854. Language is al so included, as requested,
aut horizing the Secretary of the Arnmy to acquire property and
carry out a mlitary construction project at Canp Casey,
Korea in the ampbunt of $12, 016, 000.

MIlitary Construction, Navy

The conference agreenent provides a total of $5,860,000 as



a contingent energency appropriation due to storm danage for
the foll ow ng projects:

M ssi ssi ppi --Gul fport Naval Construction Training Center:

Consol i dated equi pnent operator training facility............ $860, 000
Puerto Rico--Naval Station Roosevelt Roads:
CPO ClUb. .. 1, 000, 000

Pier replacement. . ... .. ... .. . e 4,000, 000

MIlitary Construction, Air Force
The conference agreenent provides a total of $29, 200, 000,
as a contingent energency appropriation due to storm danage
and for force protection which are authorized under 10 U S.C.

2803 and 10 U.S.C. 2854 for the follow ng project:

M ssi ssi ppi - - Keesl er AFB:

El ectrical Distribution System ........................... $27, 000, 000
Turkey--1ncirlik AB: . ... ...
Base Main Gate Conplex..... ... . ... 2,200, 000

MIlitary Construction, Arny national CGuard

The conference agreenent provides $2,500,000 as a
contingent energency appropriation due to storm danage for a
bri dge replacenent at Canp Santiago, Puerto R co. Authority
is provided for the Arny National Guard to procure targetry
systenms in support of mlitary construction projects as
specified in Senate Report 105-213.

MIlitary Construction, Air National Guard

The conference agreenent provides $15, 900,000 as a
contingent energency appropriation due to storm damage for
the foll ow ng projects:

M ssi ssi ppi--CGul fport Air National Guard Base:
Replace fire station........... . .. . . . . .. 2,600, 000
Repl ace hangar 69. ... ... ... . . . .. . e 7,100, 000
Replace dorm tory. . ... 6, 200, 000



Fam |y Housing, Arny

The conference agreenent provides $5, 200,000 as a
contingent energency appropriation due to storm damge of
fam |y housing units and whol e house i nprovenents for
rehabilitation of famly housing units referred to in section
8142 of the Departnent of Defense Appropriations Act, 1999 at
Ft. Buchanan, Puerto Ri co.

Fam |y Housi ng, Navy and Mari ne Corps

The conference agreenent provides $10, 599,000 as a
contingent energency appropriation due to storm damage for
repair and replacenent of famly housing units and necessary
debris renoval and clean-up at the follow ng | ocations:

Fl ori da--Key West Naval Air Station........................... 1, 547, 000
Fl ori da--Pensacol a Naval Station........... ... ... ..., 650, 000
M ssi ssi ppi --Gul fport Construction Battalion Center........... 2,802, 000
North Carolina--Canp Lejeune......... .. ... .. ... 2, 000, 000
North Carolina--Cherry Point......... .. .. . . . . . . . . . .. 500, 000
Puerto Rico--Roosevelt Roads............ ... .. 3,100, 000

Repai ri ng danage caused by Hurricane Georges to one Navy
general or flag officer quarters at Naval Station Roosevelt
Roads, Puerto Rico nmay exceed the maintenance and repair
t hreshol d of $25,000. The report required by House Report
105-578 may be submtted after these repairs are conpl eted.

Fam |y Housing, Air Force

The conference agreenent provides a total of $22,233,000 as
a contingent energency appropriation due to storm danage for
repair and replacenent of necessary fam |y housing units,
supporting facilities, electrical distribution, and necessary
debris renoval and clean-up at the follow ng | ocations:

Florida--Hurlburt Field........ ... . . . ... 113, 000
Florida--Eglin AFB. ... ... . . 120, 000
M ssissippi--Kessler AFB........ .. ... . 22,000, 000



General Provisions

A general provision is included which makes a technica
correction to Section 2304(c)(2) of the Strom Thurnond
Nat i onal Defense Authorization Act for fiscal year 1999.
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CHAPTER 4
DEPARTMENT OF TRANSPORTATI ON
Coast Guard

In total, this chapter of the bill includes $210, 000, 000
for support of the U S. Coast Guard. O this anount,
$72,000,000 is to maintain the Coast CGuard's operationa
readi ness, and $138, 000,000 is for the Coast Guard to play an
expanded role in drug interdiction activities. The entire
anount is designated as an energency requirenment and nmade
contingent on the President's request and designhation of such
as an energency.

Oper ati ng Expenses

The bill includes $100, 000,000 for additional necessary
operating expenses of the Coast Guard, $28, 000,000 of which
is only avail able for expenses related to expansi on of drug
interdiction activities. The bal ance of funding is provided
to maintain the Coast Guard's operational readi ness across
all mssion areas. The entire anpunt is designated as an
ener gency requirement and made contingent on the President's
request and designation of such as an energency.

Acqui sition, Construction, and | nprovenents

The bill includes $100, 000,000 for additional necessary
expenses for capital acquisition, construction, renovation
and i mprovenent progranms of the Coast Guard. This funding is



i ncl uded to expand the Coast Guard's drug interdiction
capabilities. The entire ampbunt is designated as an energency
requi rement and made conti ngent on the President's request
and designation of such as an energency. The bill specifies
that the funds are available only to purchase specific assets
for increasing drug interdiction capabilities, as foll ows:

Pr ogram Amount
Barracuda-cl ass coastal patrol boats....................... $33, 000, 000
Cutter sensors & communication systems....................... 13, 000, 000
Reactivation of HU- 25 jets...... ... .. .. . 7,500, 000
Operational test, use of force fromaircraft.................. 2,500, 000
Aircraft sensors & C-130 engine upgrade...................... 44,000, 000
Total ... 100, 000, 000

Reserve Training

The bill includes $5,000,000 for additional necessary
expenses for reserve training and stipulates that the highest
priority for use of these funds is enhancenent of drug
interdiction activities conducted by the Coast Guard
reserves. The bill designates the entire anpunt as an
energency requirenment, and restricts the Coast Guard from
transferring any of these funds to the service's operating
account. The funding is made conti ngent on the President's
request and designation of such as an energency requirenent.

Research, Devel opnent, Test, and Eval uation

The bill includes $5,000,000 for additional necessary
expenses for research, devel opnent, test, and eval uation
activities of the Coast Guard. The bill specifies that drug
interdiction technol ogi es and rel ated operations research
shal|l receive the highest priority for the use of these
funds. The entire anobunt is designated as an energency
requi rement and made conti ngent on the President's request
and designation of such as an energency.



TITLE 11 --ANTI TERRORI SM
CHAPTER 1
DEPARTMENT OF JUSTI CE

Federal Bureau of I|nvestigation

SALARI ES AND EXPENSES

The conference agreenent includes $21, 680, 000, as
requested, to remain avail able until expended as an energency
appropriation to provide additional funds for staff and
equi pment to increase the capacity and capability of the
Federal Bureau of Investigation to respond to acts of
terrorism These funds, when conbined with existing
resources, wWill enable the FBI to establish a total of five
rapi d depl oyment teans.

DEPARTMENT OF STATE

Adm ni stration of Foreign Affairs

DI PLOVATI C AND CONSULAR PROGRAMS

The conference agreenent includes $773, 700,000, to remain
avai |l abl e until expended, as an energency appropriation. O
this amount, $748, 000,000 is to provide funds for
reconstitution of embassy activities in Nairobi, Kenya and
Dar es Sal aam Tanzania, and for security inprovenents for
overseas facilities, as requested. |In addition, $25,700, 000,
whi ch is provided above the request, and rel ease of which is
contingent upon a Presidential emergency declaration, is to
continue funding for antiterrori smrequirenents overseas
initiated in the fiscal year 1997 Appropriations Act. The
provi sion includes | anguage permtting the Secretary of State
to procure services and equi pment overseas necessary to
i nprove worl dwi de security and reconstitute enbassy
operations in Kenya and Tanzani a on behal f of any other



agency. The Departnent is expected to consult with the

rel evant Commttees on plans for expenditure of funds to
assure that the Conmttees are in agreenment on all planned
uses of these funds. The Departnment is expected to report
annually to the relevant Committees on the expenditure of
funds made available in this emergency suppl enental, to
provi de Congress a cl ear accounting of the progress in

i npl ementing this package of enhancenents.

SALARI ES AND EXPENSES

The conference agreenent includes $12, 000, 000 in emergency
fundi ng, as requested, to remain available until expended, to
provide funds for security inprovenents and for a security
revi ew panel

OFFI CE OF | NSPECTOR GENERAL

The conference agreenent includes $1, 000,000 in energency
fundi ng, as requested, to remain available until expended, to
provide funds to enable the Inspector CGeneral to carry out
addi ti onal security oversight and construction inspections at
U.S. diplomatic posts abroad.

SECURI TY AND MAI NTENANCE OF UNI TED STATES M SSI ONS

The conference agreenent includes $627, 000, 000 i n emergency
fundi ng, as requested, to remain available until expended.
This is to provide funds for reconstruction of enbassy
facilities in Nairobi, Kenya and Dar es Sal aam Tanzania, for
reconstitution of embassy activities in interimfacilities,
and for other activities that inprove the security of
overseas facilities of the State Departnment and ot her Federa
agencies. O the $627, 000, 000, $56,000,000 is for security
projects, relocations, and security projects, relocations,
and security equi pnment on behalf of m ssions of other U S
Governnent agencies. In addition, $185, 000,000 of this amount
is for capital inprovenents or relocation of office and



residential facilities to inprove security, which can only be
made avail abl e 15 days after notice to the Comrittees on
Appropri ations.

EMERGENCI ES I N THE DI PLOVATI C AND CONSULAR SERVI CE

The conference agreenent includes $10, 000, 000 in emergency
fundi ng, as requested, to remain available until expended, to
provide funds for emergency expenditures resulting fromthe
bombi ng of embassy facilities in Nairobi, Kenya and Dar es
Sal aam Tanzani a, including expenses related to evacuati ons,
rewards, and the nedi cal and ot her needs of enpl oyees and
their famlies.

CHAPTER 2
DEPARTMENT OF DEFENSE

Mlitary

operati on and mai nt enance, defense-w de

The conference agreenent includes $358, 427,000 i n emergency
suppl ement al appropriations for Operation and Mi nt enance,
Def ense-Wde for counter-terrorism prograns, security
enhancenents, and other prograns.

classified prograns
Adjustnments to classified prograns are addressed in a
classified annex acconpanying this conference agreenent.
donmesti ¢ preparedness agai nst weapons of mass destruction
The conference agreenent includes $50, 000, 000 in emergency

suppl emental appropriations to initiate and expand activities
of the Departnent of Defense to prevent, prepare for, and



respond to a potential terrorist attack in the United States
i nvol vi ng weapons of mass destruction (WVD). The Nati ona
Guard, with its dual status as both a federal and state
force, has great potential to enhance the nationw de WD
response capability. The Departnment of Defense has invested
billions of dollars in WWD detection, warning, protection,
and decontam nati on and possesses much know edge and
technol ogy that can be transferred to civil authorities. The
National Guard is the logical entity to act as a conduit
bet ween the Departnent of Defense and state and |ocal civil
authorities to avoid duplication of effort, and to explain
the needs of civil authorities to Departnment of Defense
pl anners.

The conference agreenment provides funds for the foll ow ng
activities:

Nat i onal Guard Personnel, Arnmny:

WWD training and SUPPOrt. . ....... e $4, 000, 000
Nati onal Guard Personnel, Air Force:

WWD training and support........ .. ... 1, 000, 000
&M Arny National CGuard:

Consequence manNagement . . ... ... e 20, 000, 000
&M Arny:

Consequence mENagemeNnt . . .. ... . e 2,000, 000
Procurenent, Defense-W de:

Consequence mENagemeNnt . . .. ... . e e 8, 000, 000
RDT&E, Arny:

Consequence management . . ... ... e 15, 000, 000

The expanded training initiatives devel oped with research,
devel opnent, test and evaluation funds are to be fully
coordinated and integrated with efforts being planned by
ot her agenci es under the new federal franmework that has been
devel oped. The Departnent of Defense training program shal
be focused on: (a) transferring mlitary know edge,
expertise, and technol ogy regardi ng the detection, warning,
protection, and decontam nati on of weapons of mass
destruction to appropriate federal, state and | ocal
personnel ; and (b) pronpting the interoperability between
desi gnated WVMD energency response units of the National Guard
and counterpart federal, state, and local first responder



units. Enphasis will be given to devel oping a conprehensive
and sustainable training curriculumto include operationa
training and refresher courses as well as basic classroom
coursework. Inplenmentation of this training programshall use
existing infrastructure to the fullest possible extent with
enphasis on the use of distributive training technol ogy
(e.g., RCAS, Warrior Network, and the collaborative virtua
wor kspace initiative) at National Guard and Reserve Conponent
arnories, air bases, schools, and other appropriate
facilities.

In addition to the activities identified in House Report
105-591, funds are to be used to
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provi de assistance to civil authorities in conducting
detail ed equi prent needs assessnments and procuring or | oaning
basi s and essential equipnent to those communities; procure
equi prent for RAID Elenments to include nobile anal ytica

| aboratory systens, unified comruni cations suites and ot her
essential operational and communi cati ons/ conputer equi pnent;
establish and equip small organizations in each of the 44
states not receiving an initial RAID Elenment in 1999 to
provide |imted chem cal/biol ogical response capabilities;
devel op joint doctrine and training plans; and test/eval uate
the new system t hrough a conprehensive joint exercise
program

CGeneral Provisions--This Chapter

Division B, Title Il of the conference agreenent includes
section 201, as proposed in the suppl enental budget request,
whi ch anends Section 374 of title 10, United States Code, in
order to foster better coordination between the Departnent of
Def ense and ot her Federal agencies with regard to counter-
terrorismactivities.

The conference agreenment includes section 202, which
provi des $50, 000, 000 i n energency suppl emental appropriations
for Donmestic Preparedness prograns of the Departnent of
Def ense agai nst Weapons of Mass Destruction.

The conference agreenment includes section 203, which



provi des $120, 500, 000 i n energency suppl enent al
appropriations for the provision of crisis response aviation
support.

CHAPTER 3
FUNDS APPROPRI ATED TO THE PRESI DENT

International Security Assistance

econom ¢ support fund
(including transfers of funds)

The conference agreenent appropriates $50, 000,000 for an
addi ti onal amount for "~ Economi c Support Fund'' for
assi stance for Kenya and Tanzania, to remain available unti
Sept enmber 30, 2000. These funds are designated an energency
requi rement under the Bal anced Budget and Emergency Deficit
Control Act of 1985, as anended, pursuant to the President's
request.

In addition, the conference agreenment provides for the
transfers of $2,500,000 to " Operating Expenses of the Agency
for International Devel opnent'' and $1, 269,000 to "~ Peace
Corps'' for security and rel ated expenses, and funds are
aut horized to be made avail able for adm nistrative costs
associ ated with assi stance provided under this headi ng. Funds
appropriated under this heading are subject to the regular
notification procedures of the Comrittee on Appropriations.

nonproliferation, anti-terrorism dem ning and rel ated prograns

The conference agreenent appropriates $20, 000,000 for an
addi tional anpunt for "~ Nonproliferation, Anti-Terrorism
Dem ni ng and Rel ated Prograns'' for anti-terrorism
assi stance. These funds are designated an energency
requi rement under the Bal anced Budget and Emergency Deficit
Control Act of 1985, as anended, pursuant to the President's
request.



CHAPTER 4
DEPARTMENT OF THE | NTERI OR

Nati onal Park Service

Operation of the National Park system

An additional $2,320,000 is provided for operation of the
nati onal park systemto address energency, security-related
expenses. This anount is designated by the Congress as an
energency requirenment as defined in the Bal anced Budget and
Energency Deficit Control Act of 1985, as amended.

Construction

An additional $3,680,0000 is provided for construction to
address energency, security-related expenses. This anpbunt is
desi gnated by the Congress as an energency requirenent as
defined in the Bal anced Budget and Energency Deficit Control
Act of 1985, as anended.

CHAPTER 5
ARCHI TECT OF THE CAPI TOL
Capitol Visitor Center

The conference agreenent provides $100, 000,000 to the
Architect of the Capitol for planning, engineering, design,
and construction of a Capitol visitor center, a facility that
wi Il provide greater security for all persons working in or
visiting the United States Capitol and a nore conveni ent
place in which to |l earn of the work of the Congress. Each of

t he above-naned nmilestones will require the approval of the
appropriate authorizing and appropriations conmmttees as the
proj ect progresses. The | anguage of the bill also provides

that appropriated funds for this purpose be suppl enented by



private funds. In this way, all citizens may share in both
the services that will be provided by a visitor center as
wel | as an opportunity to help defray the costs of
construction.

The Architect of the Capitol conpleted an earlier design of
a proposed center in 1995. The planning that supported that
desi gn needs a thorough review and a nore current endor senent
fromthe conmttees of jurisdiction. The Capitol Preservation
Commi ssion is considering a proposal to have the Genera
Accounting Ofice undertake an analysis of all ancillary
costs and operational inpacts of a visitor center. It is
appropriate that this study go forward during the planning
phase and be incorporated into the analysis that underpins
the revised plan.

The funding for the visitor center will remain avail able
until expended and the | anguage provides that section 3709 of
the revised statutes shall not apply to these expenditures.
The latter provision is standard on such projects and all ows
negoti ated bidding as well as a competitive process. The
Architect of the Capitol is directed not to expend any funds
for this project wi thout an obligation plan approved by the
House and Senate Conmmittees on Appropriations which shal
speci fy the purpose and amount of anticipated obligations.
The authorizing commttees will oversee these activities in
t he normal manner.

JO NT | TEMS
CAPI TOL POLI CE BOARD
Security Enhancenents

The conference agreenent provides $106, 782,000 to the
Capitol Police Board for security enhancenents to the United
States Capitol conplex and the Library of Congress buil dings
and grounds. These funds will remain available unti
expended. Language has al so been included to allow the
transfer of funds to either the Architect of the Capitol or
the Library of Congress, based upon plans approved by the
Commi ttee on House Oversight of the House of Representatives,
the Commttee on Rules and Adnmi ni strati on of the Senate, and



t he House and Senate Conmmi ttees on Appropriations. The
Capitol Police Board, Architect of the Capitol, and the

Li brary of Congress are directed not to expend any funds for
these security enhancenents w thout an obligation plan
approved by the House and Senate Committees on Appropriations
whi ch shall specify the purpose and anmpbunt of antici pated
obligations. The authorizing comrittees will oversee these
activities in the normal manner.

The Capitol Police Board is directed to secure approval of
any plans necessary to carry out these security enhancenents
fromthe above-nanmed committees. In carrying out this task,
the police board will be expected to consult with the
Architect of the Capitol and the Library of Congress. Those
agencies, in turn, are directed to nake all such requests
t hrough the police board for resource allocations fromthe
funds avail able. The Comm ttees on Appropriations wll not
approve obligations or transfers of funds until the
aut hori zi ng and appropriations conmttees of the respective
body have approved the appropriate plans.

Due to the recent tragic shootings at the Capitol, together
with other threats identified by Congressional security
experts, the Capitol police have undertaken a broad revi ew of
the existing security program and needs for inprovenment or
updating. This review, aided by other Federal security
agenci es and private consultants, has devel oped a nunber of
proposals. Several hearings and di scussions wth the
| eadership and the commttees of jurisdiction have resulted
in apriority list that are included within this conference
agr eenent .

The conference agreenent provides funding for the
fol | owi ng:

Capitol, House and Senate office buil dings:

1.

@ N Ok N

Command center equi pment. ... ....... ... $2, 265, 000
Intrusion detection systems................. .. ... ... .... 11, 852, 000
Closed circuit television......... ... .. ... 8, 656, 000
CoNMUNI Cat 1 ONS. . . ot e e e e e e e 2,789, 000
Screening equi PMBNT . . .. ..o 12, 458, 000
ACCeSS coNntrol ... ... 4,456, 000
Trai N Ng. ..o 1, 250, 000

Oficer--issued equipment............ ... ... 9,778, 000



9. Operational capabilities........ ... .. .. . . . . . . . ... 2, 640, 000

10. Physical upgrades.......... ... 2,417,000
11. Personnel and overtinme inCrease.............uuuuiinuon. 25, 260, 000
12. Capital inprovements. . ...... ... .. . 3, 586, 000

Subtotal, Capitol, House and Senate office buildings..... 87, 407, 000

Li brary of Congress:
13. Consolidate command centers. ......... ... $2, 500, 000
14. Intrusion detection systems......... ... ... .. ... 2,500, 000
15. Closed circuit televisSion.......... ... 210, 000
16. Screening equi PMBNL . .. .. 391, 000
17. Access COoNtrol . ... ... .. 4,950, 000
18, Trai N Ng. ..o e e 55, 000
19. Oficer equi pmeNt. ... .. e 63, 000
20. Physical upgrades.......... .. ... 3, 864, 000
21. Studies and anal yses. .. ... . .. 200, 000
22. LC police staffing increase........... ... .. . .. i, 2,242,000
Subtotal, Library of Congress.......... ... ... .. ..., 16, 975, 000
24, CONtiNGENCY. . ottt e e e $ 2,400, 000
Total, Capitol, House and Senate office buildings, and Library of
CONgr B8, .« v ittt e $106, 782, 000

For capital inprovenents, certain funds have been provi ded
for further analysis of the need for training and off-site
delivery facilities (including the Library of Congress). As
the police master plan funded in the FY1999 Legi sl ative
Branch Appropriations Act is being conducted, the police
board is directed to review and study alternatives for
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such facilities. If it is determ ned that new construction is

needed, the police board is instructed to seek authority from
the appropriate authorizing commttees before maki ng any



further funding requests in the appropriations process. The
appropriate authorization conmttees are identified in the
House and Senate rules and, if there is any question, the
police board should refer to those official authorities.

A contingency has been provided for itens such as a nobile
conmmand center, decontam nation trailers, studies, and a
strategic plan. Al of these are subject to further
justification and approval as is the entire fundi ng program

For the Capitol police, funds are provided for additiona
police staffing sufficient for 260 sworn officers,
operational and administrative personnel over a two-year
period, assuming a steady recruitnment ranp up pattern. This
will allowthe Capitol police to schedul e approximately tw ce
the ordinary nunber of attendees at the Federal Law
Enf or cenent Training Center. The police board has assured the
comrmittees that FLETC is capable of handling this increase.
The adm ni strative personnel are provided for the added

infrastructure support that will be necessary. In addition to
sal ary funds, $12,000,000 is provided for overtinme over the
two-year period that will augnent the ampunts in the base

budgets for both years that are customarily provided for
overtinme. The police are directed to maintain the current
hi gh standards for recruitment and depl oynment of the
addi ti onal personnel.

For the Library of Congress, two-year funding is provided
for 46 additional police and 5 support personnel, assum ng a
steady ranp up pattern. An additional $525,000 is provided
for overtime expenses.

It should be noted that these are not hard and fast
al l ocations. As estimates becone nore precise, further
anal ysis may reveal the necessity to adjust these
al l ocations. In particular, the anpunts provided for the
Li brary of Congress itens may undergo change due to the
transfer of design, installation, and nai ntenance of LCC
physical security systens fromthe Architect of the Capito
to the Capitol Police Board. The police board and the other
agenci es, therefore, my have to request changes in these
anounts as they present the specific plans for subsequent
approval as required by the appropriating |egislation. The
anounts are identified herein because they are based on the
anounts presented to the committees in the justifications



gi ven by the police board and the other agencies, as adjusted
in the priority list.

CGeneral Provision, This Chapter

The conference agreenment transfers the responsibility for
the design, installation and mai nt enance of physical security
systens for the Library of Congress buil di ngs and grounds
fromthe Architect of the Capitol to the Capitol Police
Board. This transfer of responsibility is in keeping with
recent efforts to establish a reasoned and uni form approach
to security within the Capitol conplex. The Capitol Police
Board is directed to apply the appropriate standards of
security to Library of Congress buil dings and grounds.

CHAPTER 6
DEPARTMENT OF TRANSPORTATI ON

Federal Aviation Adni nistration

facilities and equi prment
(Airport and Airway Trust fund)

The bill includes $100, 000,000 for necessary expenses for
acqui sition, installation, and related activities supporting
t he depl oynent of bul k and trace expl osive detection systens
and ot her advanced security equipnent at U S airports. The
Senat e received correspondence fromthe Vice President on
Sept ember 15, 1998 which stated: "~ The terrorist attacks
agai nst our enbassies in Kenya and Tanzania rem nd us of the
gl obal nature of terrorism . .These events provide strong
evi dence of the need to recognize aviation security as a
national security issue and to provide substantial federa
funds for aviation security inprovenments as a mjor el enent
of our overall national security counterintelligence
policy''. Consistent with this view, the bill includes
$100, 000, 000 for advanced airport security systems. The
entire anount is designated as an energency requirement. The



conference agreenent distributes funds as foll ows:

Activity Armount
Acquisition of additional bulk or trace EDS systens......... $50, 000, 000
Tl P-ready, operator-assist x-ray units....................... 24, 600, 000
Integration costs--EDS systems. ............. .. ... .. 20, 000, 000
Trace detecti on dOCUNEBNt SCANNEIS. . . . . ittt e e e e 3, 400, 000
Trace detection passenger portals......... ... ... ... ... ...... $2, 000, 000

Total ... 100, 000, 000
Conpared to original budget estimates, this bill provides

nmore funding for systemintegration costs based on

i nformati on that |ack of such funding has contributed to the
delay in conm ssioning the security equi pmrent whi ch has been
procured thus far. The FAA, airlines, and airport officials

all acknow edge that integrating these systens into airline

and airport operating systenms has been a greater than

antici pated chall enge. Furthernore, since the certification

of second generation bul k EDS systens has been del ayed, the

conference agreenent reall ocates sone funding to other itens

which will have a stronger inpact on security in the near-
term It is hoped that one or nore second generation systens
will neet the certification standards over the com ng year,

and that viable conpetition in this program can be devel oped.
CHAPTER 7
DEPARTMENT OF THE TREASURY

Federal Law Enforcenent Training Center

sal ari es and expenses

The conferees agree to provide $3,548, 000, instead of
$4, 043, 000, as requested by the President. This reflects the
actual costs of additional instructors at the Center, as wel
as training, neals, |odging, and rel ated operational costs
associ ated with basic training for Secret Service and State
Departnment students being hired to respond to threats of



donmestic and foreign terrorism

United States Secret Service

sal ari es and expenses

The conferees agree to provide $80, 808, 000, instead of
$86, 317, 000, as requested by the President. The difference
bet ween the requested and funded levels is equal to the
anount that the President made avail able for obligation from
the Treasury Counter-Terrorism Fund subsequent to the
original request. This funding is to cover costs of
addi ti onal personnel required to increase the nunber of
protective details for Secret Service protectees, enhanced
protective capabilities, and protective operations, equipnent
and services. The conferees rem nd the Director of the United
States Secret Service that funding for vehicle acquisition
wi Il not be available for obligation until the Secretary of
the Treasury determ nes that such acquisitions are consistent
with Departmnental vehicle managenent policy.

TITLE 111

Year 2000 Conversion of Federal |nformation Technol ogy Systens

funds appropriated to the president

The conferees have provided $2, 250,000 for emergency
expenses related to Year 2000 conversion of Federa
i nformati on technol ogy systens for all federal Departments
and agenci es except the Departnent of Defense. O these
funds, the conferees agree to provide $16, 873, 000 for
Legi sl ati ve Branch Year 2000 conversion efforts and
$13, 044, 000 for the conversion of Judicial Branch information
technol ogy and security systens. Additional funds for the
Departnment of Defense are provided el sewhere in this Title.
The conference agreenent transfers $16,873,000 to the
Legi sl ative branch of the funds appropriated to the President
for expenses related to Year 2000 conversi on of Federa



i nformation technol ogy systens. O this anount, $5,500,000 is
provided to the Senate Sergeant at Arns for Senate conputer
systens. As requested by the Senate, the Senate Sergeant at
Arms is directed to secure approval fromthe Senate
Committees on Appropriations and Rul es and Adm ni stration.
For the House of Representatives, $6,373,000 is provided to
the Chief Admi nistrative Oficer of the House for activities
necessary to conplete the year 2000 conversion of systens
mai ntai ned for the House. The CAOis directed to obtain
approval of the plan for carrying out these activities from
the Committee on House Oversight. In addition, $5,000,000 is
transferred to the General Accounting Ofice to be avail able
to energency Year 2000 conversion efforts in other agencies
of the Legislative branch. Before making any request for an
al l ocation of these funds, the |egislative agency should

i nformthe appropriate oversight conmttees.

Departnment of Defense--Mlitary

i nformati on technol ogy systens and security

The conference agreenent includes $1,100, 000,000 in
enmer gency suppl enental appropriations for the Departnent of
Def ense, for expenses relating to year 2000 conversion of
i nformati on technol ogy and nati onal security systens, for
i nformati on technol ogy and infrastructure protection to
i nclude conputer security/information assurance prograns, and
for rel ated expenses.

TI TLE | V- - OTHER EMERGENCI ES
CHAPTER 1
DEPARTMENT OF COMVERCE

Nat i onal Oceani c and At nospheric Adm nistration

operations, research, and facilities



The conference agreenent includes $5, 000,000 for disaster
assi stance for persons or entities in the Northeast
mul ti species fishery who have incurred | osses froma
comrercial fishing failure under section 308(b) of the
Interjurisdictional Fisheries Act of 1986. Language is
i ncl uded maki ng the entire anmount contingent upon the
Presi dent submitting a budget request designating the entire
anmount as an energency requirement.

RELATED AGENCY

Smal | Busi ness Adm ni stration

di saster | oans program account

In addition to amounts provi ded el sewhere in this Act, the
conference agreenent provides an additional $71,000,000 in
energency fiscal year 1999 subsidy appropriations for
di saster |l oans for recovery efforts related to Hurricane
CGeorges and ot her natural disasters.

In addition to amounts provided el sewhere in this Act, the
conference agreenent includes an additional $30,000,000 in
energency fiscal year 1999 appropriations for adm nistrative
expenses necessary to carry out the
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di saster | oan program for Hurricane CGeorges and other natura
di sasters.

Language is included designating these anmounts as an
ener gency requirement, and meking these anmounts avail abl e
only to the extent that an official budget request is
subm tted requesting that these specific amunts be
desi gnated as an energency requirenment as defined in the
Bal anced Budget and Emergency Deficit Control Act of 1985, as
amended.

CHAPTER 2

DEPARTMENT OF DEFENSE--Cl VI L



Departnment of the Arny

Cor ps of Engi neers--Civil

flood control, mssissippi river and tributaries, arkansas, illinois,
kent ucky, | ouisiana, mssissippi, mssouri, and tennessee

The conference agreenent includes $2,500,000 for emergency
repair and dredging requirenents associated with Hurricane
CGeor ges and ot her stornmns.

operati on and mai nt enance, genera

The conference agreenent includes $99, 700, 000 for emergency
repair and dredging requirenents associated with Hurricane
CGeor ges and ot her stornmns.

CHAPTER 3
FUNDS APPROPRI ATED TO THE PRESI DENT
Agency for International Devel opnent
Child Survival and D sease Program Fund

The conference agreenent includes a suppl enent al
appropriation of $50,000,000 for ~"Child Survival and Di sease
Program Fund'', to remain available until expended. The
entire anount is available only to the extent an offici al
budget request for a specific dollar anmount that includes
designation of the entire amobunt of the request as an
ener gency requirenment under the Budget Act is transmitted by
the President to the Congress. The entire anount is
desi gnated by the Congress as an energency.

The conferees intend that nost of these funds be used for
child survival activities. The conferees further expect AID
to use sone of these additional funds for activities to
address the needs of children affected by the gl obal Al DS



epi demi c.

O her Bilateral Econonm c Assi stance

assi stance for the new i ndependent states of the forner soviet union

The conference agreenent includes a suppl enment al
appropriation of $46, 000,000 for " Assistance for the New
I ndependent States of the Fornmer Soviet Union'', to remain
avai |l able until Septenber 30, 2000. The entire amount is
avail able only to the extent an official budget request for a
specific dollar ampunt that includes designation of the
entire anmobunt of the request as an energency requirenent
under the Budget Act is transmitted by the President to the
Congress. The entire amount is designated by the Congress as
an emergency.

CHAPTER 4
DEPARTMENT OF THE | NTERI OR

United States Fish and Wl dlife Service

Construction

An addi tional $25,000,000 in energency appropriations is
provi ded for construction to repair damage due to hurricanes,
fl oods and other acts of nature. This anmount is contingent
upon recei pt of a budget request that includes a Presidential
desi gnati on of the ambunt requested as an energency
requi rement as defined in the Bal anced Budget and Energency
Deficit Control Act of 1985, as anended.

Nati onal Park Service

Construction

An additional $10, 000,000 is provided for construction to



repair damage due to hurricanes, floods and other acts of
nature. This anmount is contingent upon receipt of a budget
request that includes a Presidential designation of the
anount requested as an energency requirenent as defined in
t he Bal anced Budget and Emergency Deficit Control Act of
1985, as anended.

United States Geol ogical Survey

Surveys, Investigations, and Research

An additional $1,000,000 is provided for surveys,
i nvestigations, and research to repair damage due to
hurri canes, floods and other acts of nature. This anmpbunt is
contingent upon receipt of a budget request that includes a
Presi denti al designation of the anmount requested as an
energency requirenment as defined in the Bal anced Budget and
Energency Deficit Control Act of 1985, as amended.

CHAPTER 5
DEPARTMENT OF LABOR

Enpl oynment and Trai ning Admi nistration

Trai ning and Enpl oyment Servi ces

The conference agreenent includes $7,000,000 as recently
requested by the President for the m grant and seasona
f ar mvor ker program under the Job Training Partnership Act.
These funds will be used to provide supportive services to
m grant and seasonal farmaworkers experiencing a | oss of
i ncome because of crop failures related to drought and ot her
weat her-related difficulties in the South and Sout hwest. This
woul d i nclude tenmporary shelter, meals, health care,
transportati on and ot her energency assistance as authorized
by the Act.

CHAPTER 6



DEPARTMENT OF TRANSPORTATI ON

Coast Guard

Acqui sition, Construction, and | nprovenents

The bill includes an appropriation of $12, 600,000 to
address the damage to Coast Guard facilities in Al abam,
Fl ori da, Louisiana, and Puerto Rico arising fromHurricane
CGeorges. These funds remain available until expended, are
desi gnated as an energency requirenment by the Congress, and
are available only after subm ssion by the President of an
of ficial budget request for a specific dollar anpunt, that
i ncl udes designation of the entire anmount of the request as
an emergency requirenent.

CHAPTER 7
DEPARTMENT OF HOUSI NG AND URBAN DEVELOPNMENT
Communi ty Devel opment bl ock Grants

The agreenent provides $250, 000, 000 for disaster relief,
long-termrecovery, and mitigation in communities affected by
Presi denti al |l y-decl ared natural disasters designated during
fiscal years 1998 and 1999. The anount provided is avail able
only to the extent that an official budget request for a
speci fic amount, which includes designation of the entire
anount of the request as an enmergency, is transnmitted by the
Presi dent to the Congress.

Concerns renmai n about use of the CDBG program for disaster
relief. The program was not designed for that purpose and the
aut hori zing statute provides no cl ear gui dance regarding the
role of CDBG grants in assisting with disaster relief and
recovery. G ven these concerns, the conference agreenent
directs HUD, prior to allocating funds, to provide an
expl anati on of the purpose for which funds are requested and
how the activity or programwas inpacted by the disaster.



Federal Emergency Managenent Agency
Di saster Reli ef

The conference agreenent includes an additiona
$906, 000, 000 for disaster relief costs associated with
Hurri cane Georges and ot her natural disasters. The anount
provided is available only to the extent that an offici al
budget request for a specific amount, which includes
designation of the entire amount of the request as an
energency, is transmtted by the President to the Congress.

FEMA is directed, in carrying out disaster relief
activities, to work wth the Secretary of Housing and Urban
Devel opnent to give particular attention to assessing and
nmeeting the needs of Puerto Rico and the United States Virgin
Islands followi ng Hurricane Georges. Al necessary steps
shoul d be taken to help the territories recover fromthe
hurricane and restore their econom es.

In addition, FEMA is directed to take all appropriate steps
to help the cities of Del Ri o and Laredo, Texas recover from
damages sustained by tropical storm Charlie in August, 1998.
It is noted that FEMA has the discretion under |aw to adjust
the cost share for conponents of disaster assistance. G ven
the extrene econom c devastation of tropical storm Charlie,
FEMA is urged to exercise its discretion in this area.

Additionally, FEMA is requested to review the energency
needs of Kel so, Washi ngton, resulting fromthe | andslide at
t hat | ocati on.

Finally FEMA is directed to accept the Notice of Interest
from Santa Marta Hospital in East Los Angeles and to review
the damages to determne eligibility for disaster assistance.

TI TLE V- - COUNTER- DRUG ACTI VI TI ES AND | NTERDI CTI ON
CHAPTER 1
DEPARTMENT OF AGRI CULTURE
Agriculture Research Service

The conference agreenent provides an additional $23, 000, 000



for the Agriculture Research Service for counterdrug research
and devel opnent activities. The conference provides that
t hese funds be used as foll ows:

Narcotic crop eradication technologies....................... $5, 000, 000

Narcotic plant identification and biotechnology............... 2,000, 000

Worl dwi de narcotic crop identification........................ 1, 000, 000

Alternate crop research and developnent....................... 5, 000, 000

Her bi ci de product research and development................... 10, 000, 000
CHAPTER 2

Drug Enforcenent Adm nistration

sal ari es and expenses

In addition to amounts provi ded el sewhere in this Act for
the Drug Enforcenent Adm nistration, the conference agreenent
provi des an additional $10, 200,000 in emergency fiscal year
1999 funding as follows: $1,000,000 for additiona
surveill ance and el ectronic intercept equi pnent in source
countries and transit zones; $1, 000,000 for conti nued
devel opnent and i npl enentati on of automation systens to
support intelligence and investigative requirenents; and
$8, 200, 000 to conplete the inplementation of the MERLIN and
FI REBI RD systens for all offices in Mexico, the Caribbean,
Central and South Anerica.

Language is included designating these anmounts as an
ener gency requirenment, and meking these anmounts avail abl e
only to the extent that an official budget request is
subm tted requesting these specific amounts to be designated
as an energency requirenent as defined in the Bal anced Budget
and Emergency Deficit Control Act of 1985, as anended.

I mm gration and naturalization Service

sal ari es and expenses

enforcenent and border affairs



In addition to amounts provided el sewhere in this Act for
the I'mm gration and Naturalization Service, the conference
agr eenent
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provides for an additional $10,000,000 for Integrated
Surveillance Information Systens, including sensors, notion
detectors, renpte video surveillance caneras, and infrared
optics.

Language is included designating this anbunt as an
ener gency requirenment, and meking this anount avail able only
to the extent that an official budget request is submtted
requesting this amobunt to be desi gnated as an energency
requi rement as defined in the Bal anced Budget and Energency
Deficit Control Act of 1985, as anended.

CHAPTER 3
DEPARTMENT OF STATE
International Narcotics Control and Law Enforcenent

The conference agreenent appropriates $232, 600, 000 for
““International Narcotics Control and Law Enforcenent''.
These funds are avail abl e conti ngent on designation by the
Presi dent of the entire anmpbunt as an emergency under the
Bal anced Budget and Emergency Deficit Control Act of 1985, as
anended. The Congress designates these funds as an energency
under said Act. In addition, the obligation of these funds is
subject to the regular notification procedures of the
Committees on Appropriations.

The funds shoul d be made avail able for the foll ow ng
pur poses:

Al ternative econom ¢ devel opnent for Col onbia, Peru, and Bol $10, 000, 000
Procurenment and upgrade of UH 1H 1N helicopters for Col onbi an Nationa
Police (ONP) . ... 40, 000, 000
Procurenent of 6 UH- 60 helicopters for CNP................... 96, 000, 000
Operations and support for CNP air wing....................... 6, 000, 000



Procurenent of DC-3 transport for CNP air wing................ 2, 000, 000

Procurenment of mnigun systemfor CNP air wing................ 6, 000, 000
Reconstruction of Mraflores counternarcotics base............ 2, 000, 000
Base and force security for forward CNP counterdrug Bases..... 6, 000, 000
Enhancenents to CNP prison security systenms................... 1, 200, 000

Support of Bolivian air, riverine and eradication Operations..9, 000,000
Support of Peruvian air, riverine and eradication Operations.. 6,000,000

I mpl ement A-37 extended |ife program (Peru/Colonbia)......... 24,900, 000

Podded radar initiative for aircraft........... ... ... . ... .... 10, 000, 000

Procure 3 additional observation aircraft.................... 13, 500, 000

Total ... e 232, 600, 000
CHAPTER 4

DEPARTMENT OF TRANSPORTATI ON
Coast Guard

This chapter of the bill includes $133, 700, 000 for
addi ti onal expenses to expand the Coast Guard's counter-drug
activities as part of the broader counter-drug initiative in
this bill. The funding is designated as an energency
requi rement and made conti ngent on the President's request
and designation of such as an energency.

operating expenses

The bill includes $16, 300,000 for additional operating
expenses of the Coast Guard, for expenses related to the
expansi on of drug interdiction activities. The funding is
desi gnated as an energency requirement and made conti ngent on
the President's request and designati on of such as an
energency. The bill specifies that, of the total funds
provi ded, $4, 000,000 shall be used for establishment and
operation of a Caribbean international support tender, to
train and support foreign coast guards in the Caribbean
regi on.



acqui sition, construction, and inprovenents

The bill includes $117, 400,000 for additional expenses for
capital acquisition, construction, renovation and i nprovenent
prograns of the Coast Guard, to expand the service's drug
interdiction capabilities. The entire anount is designated as
an energency requirenment and made contingent on the
Presi dent's request and designhation of such as an energency.
The conferees expect the funds the be allocated in the
fol |l owi ng manner:

Pr ogram Amount
Maritime patrol aircraft acquisition........................ $44, 500, 000
Acqui sition or conversion of up to two vessels to be used as support or

command and control platforms........ ... .. ... ... ... ... .... 20, 000, 000
Depl oyabl e pursuit boat acquisition........................... 3, 500, 000
Barracuda-cl ass coastal patrol boats......................... 33, 100, 000
Cutter sensors & communication systems....................... 16, 300, 000

Tot Al .o 117, 400, 000

CHAPTER 5

DEPARTMENT OF THE TREASURY

Departnental O fices

sal ari es and expenses
The conference agreenent provides an additional $1,500, 000,
whi ch may be transferred to the National Foreign Intelligence
Program as a contingent emergency appropriation for enhanced

nmoney | aundering intelligence.

United States Custons Service

sal ari es and expenses



The conference agreenent provides an additiona
$106, 300, 000 as a contingent emergency appropriation for
counterdrug initiatives, as follows: $80,000,000 for non-
i ntrusive inspection technol ogy (which will augnent
$54, 000, 000 in fundi ng provided el sewhere in this Act for a
total of $134, 000,000 in such technol ogy); $15, 000, 000 for
per sonnel support for aircrews for additional P-3 and
Citation aircraft; $1,300,000 to neet imediate P-3 aircrew
support requirenments; and $10, 000,000 for a port integrity
initiative.

oper ati ons, maintenance, and procurenent, air and marine interdiction
prograns

The conference agreenent provides $162, 700,000 as a
conti ngent energency appropriation for counterdrug
initiatives, as follows: $93, 000,000 for procurenment and
conversion of two P-3B AEWAircraft for use in drug
surveillance and interdiction in the source and transit
zones; $60, 000, 000 for procurenent and conversion of four P-
3B Slick aircraft for surveillance and interdiction in the
source and transit zones; $5, 000,000 for P-3 deploynent to
t he source zone; and $4, 700,000 for four tracker aircraft for
surveillance and interdiction in the source and transit
zones.

custonms facilities, construction, inprovenents and rel ated expenses
The conference agreenent provides $7, 000,000 as a

contingent energency appropriation to construct and furnish
an additional support facility for Custons P-3 aircraft.

i ncorporation of enmergency funding for air interdiction prograns into
cust oms noderni zati on pl an

The U.S. Custons Service is directed to address al
contingent energency funding provided in this bill for



staffing, procurenent, operations, and facilities for Custons
air interdiction inits Ar Interdiction Mdernization Pl an,
which is to be submitted with the President's fiscal year
2000 budget.

EXECUTI VE OFFI CE OF THE PRESI DENT

O fice of National Drug Control Policy

sal ari es and expenses

The conference agreenent provides $1, 200,000 as a
conti ngent energency appropriation for ONDCP Sal ari es and
Expenses.

special forfeiture fund

The conference agreenent provides $2, 000,000 to be
avai l able for transfer to the Ofice of Justice Programs to
support the Drug Court Institute.

Dl VI SI ON G - OTHER MATTERS
TI TLE | -- OTHER MATTERS

Sec. 101. The conference agreenment includes a provision
whi ch allows for appointnent of an Acting Treasury I|nspector
CGeneral for Tax Administration to make interim arrangenents
for adm nistrative support of the office, establish interim
positions for personnel transferred for the function, appoint
acting personnel as necessary on an interimbasis, and to
provide input for the fiscal year 2000 budget process.

Sec. 102. The conferees agree to include | anguage anendi ng
Section 122 of Public Law 105-119 to permt the Secretary of
the Treasury to establish, over a three year period, a new
system of pay, classification, and personnel managenent for
up to 950 enpl oyees who fill critical scientific, technical,
engi neering, intelligence analyst, |anguage translator and
medi cal positions in the Bureau of Al cohol, Tobacco and



Firearns, the United States Custons Service, and the United
St ates Secret Service.

Sec. 103. The conference agreenent includes a section that
woul d give the Secretary of State the authority to reenpl oy
Foreign Service annuitants on a tenporary basis, but only if
and for so long as, the authority is necessary due to an
energency involving a direct threat to life or property or
ot her unusual circunmstances. This authority exists under
current law for G vil Service enployees. This authority is
intended to be used to reenploy annuitants to work on the
stand up of the Nairobi, Kenya, and Dar es Sal aam Tanzani a
enbassi es and rel ated worl d-w de security issues.

Sec. 104. The conference agreenment includes a provision
amending the Diplomatic Security and Antiterrorism Act of
1986 to enable the Bureau of Diplomatic Security of the
Departnment of State to enploy individuals or organizations by
contract to carry out the provisions of that Act. This
authority will enable the Bureau to recruit on short notice
engi neers and technicians with skills specific to such
security fields as alarminstallations, perinmeter security
detecti on systenms, and expl osives detection systenms. This
authority will permit an i mredi ate response to increased
security requirenents and energency upgrades at diplomatic
posts throughout the world.

The conference agreenent includes a provision relating to
intrastate bus transportation in the State of Hawaii .

The conference agreenent includes a provision that waives
the per-state, per-disaster cap for the State of California
for projects resulting fromflooding in January and March
1995.
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The conference agreenment includes a provision that pertains
to the registration of container chassis.

The conference agreenent includes a provision that extends
the authorization of the grants-in-aid for airports program
t hrough March 31, 1999.

Sec. 111. The conference agreenment includes a provision
expressing the Sense of the Congress regarding the increase
of steel inports into the United States, and urges the



President to take several actions to address this issue and
report to Congress by January 5, 1999, with a conprehensive
pl an for responding to the program

Provides for the inclusion of Spirit Mund, South Dakota,
as part of the Lewis and Clark National Historic Trail and
aut horizes the Secretary of the Interior to acquire this
property.

Sec. 113-Sec. 133. The conferees agree to include new
provi sions nam ng several post office buildings in various
| ocati ons throughout the country.

Sec. 134. The conference agreenent inserts a new section
requested by District officials that enacts certain
provi sions of the Omnibus Personnel Reform Anendnment Act of
1998 approved by the Council of the District of Colunbia and
signed by the Mayor on April 1, 1998.

Sec. 135. The conference agreenent inserts a new section
that transfers any right, title, or interest of the United
States in certain property in Anne Arundel County, Maryl and,
that was fornerly the site of Cedar Knoll School, a juvenile
detention center operated by the District of Col unbia.

The conference agreenent includes |anguage authorizing the
Fl ood Mtigation Near Pierre, South Dakota, project of the
U.S. Arny Corps of Engineers.

The conference agreenent includes |anguage authorizing the
G and Forks, North Dakota, and East G and Forks, M nnesota,
project of the U S. Arny corps of Engineers.

Sec. 138 The conference agreenent includes an authorization
for the Police Corps for the years 1999 through 2002 and
makes certain change in the training session requirenments.

Sec. 139. The conferees include a new provision authorizing
national nedals for the ""Little Rock Nine'' and for Gerald
and Betty Ford.

Sec. 140. The conference agreenent includes |anguage which
provides for the transfer, by negotiated sale, of
approxi mately 200 acres of property in San Joaqui n County,
California currently under the jurisdiction of the Federa
Bureau of Persons of Departnent of Justice to the City of
Tracy, California.

Sec. 141. The conferees agree to include a new provision
transferring control of any property on which the Lorton
Correctional Conplex is |located to the General Services



Adm ni stration.

The conference agreenent inserts a new section in Division
C of the bill than amends and updates that Act that
establishes the US. Aynmpic Committee and the framework for
A ynpic and amateur sports in the United States. This was not
included in either the House or Senate bills. Amobng ot her
i nprovenents, the section would incorporate the Paral ynpics
under the unbrella of U S Oynpic Conmttee responsibilities
and woul d ensure that disabled amateur athletes. The section
i ncl udes a nunber of other anmendnents devel oped by consensus
over a four-year period.

The conference agreenent includes a general provision which
anmends section 8106(a) of the Departnent of Defense
Appropriations Act, 1997.

The conference agreenent includes a general provision which
makes a technical correction to section 8120 of the
Departnment of Defense Appropriations Act, 1999.

The conference agreenent includes a general provision which
amends section 1043 of the Strom Thurnond Nati onal Defense
Aut hori zation Act for Fiscal Year 1999.

The conference agreenent includes a general provision which
amends section 1512 of the Strom Thurnond National Defense
Aut hori zation Act for Fiscal Year 1999.

The conference agreenent includes a general provision which
requires the Secretary of the Navy, in conjunction wth the
Commandant of the Marine Corps, to review F/A-18 requirenments
and production capability and permts the reprogranm ng of
funds to sustain F/A-18 production capability.

The Marine Corps has a stated requirenent for additional F/
A-18 aircraft to neet requirenents due to anticipated
attrition of current inventory aircraft. While it my be
possi ble to purchase these aircraft in the future if
internati onal sales sustain the production line, the Congress
recogni zes the risk of this strategy because of the
uncertainty of potential foreign sales. Follow ng the review
by the Secretary of the Navy and the Conmandnent of the
Marine Corps regarding F/A-18 requirenents and production
capability, the Congress expects the subm ssion of a
reprogranm ng action or future budget request, if needed, to
ensure that the Marine Corps has adequate attack aircraft to
meet force structure requirenents.



The conference agreenent includes a general provision which
anmends section 8135 of the Departnent of Defense
Appropriations, Act, 1992.

future operational concepts

The Departnent of Defense is currently exam ning a nunber
of alternative operational concepts for the mlitary forces
of the future. These include potential doctrinal changes and
experinmentation by the individual mlitary services as wel
as joint warfighting initiatives, including those under
consi deration as part of Joint Vision 2010. The Congress has
supported these steps, and believes it inperative that
i nnovative concepts such as "~ Rapid Dom nance'' be fully
considered and refined and if possible be evaluated in
conjunction with a targeted research and devel opment program
coupled with "“proof-of-concept'' field testing and
eval uation. The Secretary of Defense is directed to review
such prograns to ensure they are being adequately supported
in the budget process. The Secretary is encouraged to
reprogram or request funds to ensure these inportant efforts
are fully supported.

entry level commssion for mlitary nurse corps officers

The Administrative is exam ning whether it should all ow
i ndi viduals with Associ ate degrees to enter the Nurse Corps
as officers. The conferees believe that the responsibilities
of Nurse Corps officers necessitate that they should be
required to have baccal aureat e degrees.

Thi s provision extends the 1998-1999 duck hunting season in
the State of M ssissippi.

TI TLE 11--AMERI CAN FI SHERI ES ACT

The conference agreenment includes a newtitle which: (1)
anmends current |aw regarding the ownership requirenents for
eligibility of a vessel to receive a fishery endorsenent to
operate in certain fisheries and under certain terns and



conditions; and sets forth procedures for inplenmentation and
penalties for nonconpliance; (2) establishes allocations
regarding the total allowable catch in the Bering Sea poll ock
fishery; (3) authorizes a buyout program of certain catcher/
processors operating in the Bering Sea pollock fishery, to be
financed through $20, 000,000 in Federal paynments, and

$75, 000,000 in direct loans to be repaid through a fee on
pol | ock harvested in the fishery; (4) authorizes a direct

| oan program for the western Al aska community devel opnment
guota program for the purchase of certain vessels and
shoresi de processors in the pollock fishery; and (5) sets
forth certain requirenents for protection and conservation
measures for other fisheries in the North Pacific. Neither

t he House nor Senate bill addressed this matter.

TI TLE | V-- AMERI CAN COVPETI Tl VENESS AND WORKFORCE | MPROVEMENT ACT

The conference agreenent includes a newtitle which wll
i ncrease the annual quota of tenporary visas for foreign
prof essi onal s through 2001, will increase protections for
Areri can professional workers, and will fund job training and
schol arshi p progranms for Anerican students and workers in
conmput er science and other scientific fields.

TITLE V

The conference agreenent includes | anguage authorizing and
directing the Bureau of Reclamation to conduct feasibility
studies for the restoration and reclamation of the Salton Sea
in California.

TI TLE VI
The conference agreenent includes the text of S. 1341, the
Cheyenne River Sioux Tribe, Lower Brule Sioux Tribe, and
State of South Dakota Terrestrial WIldlife Habitat Mtigation
Act of 1997.

TI TLE X

The conference agreenent includes |anguage establishing the



terns and conditions under which the Secretary of the
Interior shall convey | easeholds in certain properties around
Canyon Ferry Reservoir, Montana.

TI TLE Xl - - MORATORI UM ON CERTAI N TAXES

The conference agreenment includes Title Xl, The Internet
Tax Freedom Act, which establishes a national policy against
State and | ocal governnment interference with interstate
comrerce on the Internet or interactive conputer services,
and a three-year noratoriumon the inposition of exactions
that would interfere with the free flow of commerce via the
I nternet.

TI TLE XI'I --OTIHER PROVI SI ONS

The conference agreenment includes Title XIl, Oher
Provi si ons, which contains several provisions related to the
Internet, including declarations that the Internet should be
free of taxes, tariffs, and trade barriers.

TITLE XI'l11--CH LDREN S ONLI NE PRI VACY PROTECTI ON

The conference agreenent includes Title XIll, the
Children's Online Privacy Protection Act of 1998, which
establishes a framework for the regulation of unfair and
deceptive acts and practices in connection with the
coll ection and use of personal information from and about
children on the Internet.

TI TLE XI V--CH LD ONLI NE PROTECTI ON ACT

The conference agreenent includes Title XIV, The Child
Online Protection Act, which anends the Conmuni cati ons Act of
1934 to require comrercial distributors of material through
the World Wde Web that is harnful to minors to restrict
access to such material by mnors. This title also
establishes a tenporary Comm ssion on Online Child
Protection, which is required to produce a report within one
year, and to term nate 30 days after producing the report.



TI TLE XV

VACCI NE | NJURY COWVPENSATI ON

The conference agreement includes a newtitle in Division C
that was not included in either the House or Senate bills.
This title inserts the Vaccine Injury Conmpensation
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Program Modi ficati on Act which anmends the Public Health
Service Act and the Internal Revenue Code with respect to
vacci ne injury conpensati on.

TI TLE XVI - - SERVI CE CONNECTI ON FOR PERSI AN GULF WAR | LLNESSES

The conference agreenent inserts a newtitle regarding
benefits for Persian Gulf War veterans.

TI TLE XVI I - - GOVERNMENT PAPERWORK ELI M NATI ON ACT

The conference agreenent includes Title XVII, the
Gover nnent Paperwork Elimnation Act, which requires the
devel opnment of procedures for the use and acceptance of
el ectronic signatures by Executive agencies of the U S.
Gover nnment .

DI VISION G FORElI GN AFFAI RS REFORM AND RESTRUCTURI NG ACT OF 1998

The conference agreenent includes Division G the Foreign
Affairs Reform and Restructuring Act of 1998. That Act
consi sts of two subdivisions. Subdivision A consolidates
foreign affairs agencies, by requiring that (1) the Arns
Control and Di sarmanent Agency nerge with the State
Departnment by April 1, 1999; (2) the United States
Informati on Agency nerge with the State Departnent by Cctober
1, 1999; and (3) the authorities of the United States
I nt ernational Devel opment Cooperati on Agency are to be
brought under the State Departnent by April 1, 1999.
Subdi vi sion B provides authorizations of appropriations for



the State Departnent, United States Information Agency, the
Arnms Control and Di sarmanent Agency and ot her rel ated
agenci es, and makes a nunber of changes in the statutory
authorities of these agencies.

DI VI SI ON J
TITLE |. EXTENSI ON AND MODI FI CATI ON OF CERTAI N EXPI RI NG PROVI SI ONS
Subtitle A--Tax Provisions

A. Extension of Research Tax Credit

(sec. 101 of the House bill,\1\ sec. 101 of S. 2622, and sec. 41 of the
Code)

Present | aw

Section 41 provides for a research tax credit equal to 20
percent of the ampunt by which a taxpayer's qualified
research expenditures for a taxable year exceeded its base
anmount for that year. The research tax credit expired and
general |y does not apply to amounts paid or incurred after
June 30, 1998.
\1\ Al references to the House bhill'' are to H R 4738, as
passed by the House of Representatives on Cctober 12, 1998.

ENEEN

Except for certain university basic research paynents made
by corporations, the research tax credit applies only to the
extent that the taxpayer's qualified research expenditures
for the current taxable year exceed its base anpbunt. The base
anount for the current year generally is conputed by
mul tiplying the taxpayer's "~ fixed-base percentage'' by the
average amount of the taxpayer's gross receipts for the four
preceding years. If a taxpayer both incurred qualified
research expendi tures and had gross receipts during each of
at least three years from 1984 through 1988, then its
" fixed-base percentage'' is the ratio that its total
qualified research expenditures for the 1984-1988 peri od
bears to its total gross receipts for that period (subject to



a maximumratio of .16). All other taxpayers (so-called
““start-up firnms'') are assigned a fixed-base percentage of 3
per cent .

Taxpayers are allowed to elect an alternative increnental
research credit regine. If a taxpayer elects to be subject to
this alternative regine, the taxpayer is assigned a three-
tiered fixed-base percentage (that is |ower than the fixed-
base percentage ot herw se applicable under present |aw) and
the credit rate |ikewi se is reduced. Under the alternative
credit regine, a credit rate of 1.65 percent applies to the
extent that a taxpayer's current-year research expenses
exceed a base ampunt conputed by using a fixed-base
percentage of 1 percent (i.e., the base ampbunt equals 1
percent of the taxpayer's average gross receipts for the four
precedi ng years) but do not exceed a base anmount conputed by
using a fixed-base percentage of 1.5 percent. A credit rate
of 2.2 percent applies to the extent that a taxpayer's
current-year research expenses exceed a base anmount computed
by using a fixed-base percentage of 1.5 percent but do not
exceed a base ampunt conputed by using a fixed-base
percentage of 2 percent. A credit rate of 2.75 percent
applies to the extent that a taxpayer's current-year research
expenses exceed a base anmount conputed by using a fixed-base
percentage of 2 percent. An election to be subject to this
alternative incremental credit regine may be nmade for any
t axabl e year beginning after June 30, 1996, and such an
el ection applies to that taxable year and all subsequent
years (in the event that the credit subsequently is extended
by Congress) unless revoked with the consent of the Secretary
of the Treasury.

House Bil |

The House bill extends the research tax credit for 18
mont hs--i.e., generally, for the period July 1, 1998, through
Decenber 31, 1999.

Ef fective date.--The extension of the research credit is
effective for qualified research expenditures paid or
incurred during the period July 1, 1998, through Decenber 31,
1999.

Senat e Anendnent

No provision. However, S. 2622, as introduced by Senators

Rot h and Moyni han, contains a provision that is simlar to



t he provision contained in the House bill. S. 2622 extends
the research tax credit for 12 nonths--i.e., generally, for
the period July 1, 1998, through June 30, 1999.

Ef fective date.--The extension of the research credit is
effective for qualified research expenditures paid or
incurred during the period July 1, 1998, through June 30,
1999.

Conf erence Agreenent

The conference agreenent follows S. 2622 and extends the
research credit for 12 nonths--i.e., generally, for the
period July 1, 1998, through June 30, 1999.

In extending the credit, the conferees wish to reaffirmthe
scope of the term "qualified research.'' Section 41 targets
the credit to research which is undertaken for the purpose of
di scovering information which is technological in nature and
the application of which is intended to be useful in the
devel opnment of a new or inproved business component of the
t axpayer. However, eligibility for the credit does not
require that the research be successful--i.e., the research
need not achieve its desired result. Mreover, evolutionary
research activities intended to i nprove functionality,
performance, reliability, or quality are eligible for the
credit, as are research activities intended to achi eve a
result that has already been achi eved by other persons but is
not yet within the comon know edge (e.g., freely avail able
to the general public) of the field (provided that the
research otherw se nmeets the requirenments of section 41
i ncl udi ng not being excluded by subsection (d)(4)).

Activities constitute a process of experinentation, as
required for credit eligibility, if they involve evaluation
of nore than one alternative to achieve a result where the
means of achieving the result are uncertain at the outset,
even if the taxpayer knows at the outset that it may be
technically possible to achieve the result. Thus, even though
a researcher may know of a particular nethod of achieving an
outcome, the use of the process of experinmentation to effect
a new or better nethod of achieving that outcome may be
eligible for the credit (provided that the research otherw se
meets the requirenments of section 41, including not being
excl uded by subsection (d)(4)).

Lastly, the conferees observe the lack of clarity in the



interpretation of the distinction between internal-use
software, the costs of which may be eligible for the credit
if additional tests are net, and ot her software. The

conf erees enphasi ze that application of the definition of
internal -use software should fully reflect Congressiona

i ntent.

Ef fective date.--The extension of the research credit is
effective for qualified research expenditures paid or
incurred during the period July 1, 1998, through June 30,
1999.

B. Extension of the Wirk Opportunity Tax Credit

(sec. 102 of the House bill, sec. 102 of S. 2622, and sec. 51 of the
Code)

Present Law

I n gener al

The work opportunity tax credit (° " WOTC '), which expired
on June 30, 1998, was avail able on an el ective basis for
enpl oyers hiring individuals fromone or nore of eight
targeted groups. The credit equals 40 percent (25 percent for
enpl oynent of 400 hours or less) of qualified wages.
Qualified wages are wages attributable to service rendered by
a menber of a targeted group during the one-year period
begi nning with the day the individual began work for the
enpl oyer. For a vocational rehabilitation referral, however,
the period begins on the day the individual began work for
the enpl oyer on or after the beginning of the individual's
vocational rehabilitation plan.

The maxi mum credit per enpl oyee is $2,400 (40% of the first
$6, 000 of qualified first-year wages). Wth respect to
qualified sumer youth enpl oyees, the maxinmumcredit is
$1, 200 (40 percent of the first $3,000 of qualified first-
year wages).

The enpl oyer's deduction for wages is reduced by the anount
of the credit.

Targeted groups eligible for the credit

The eight targeted groups are: (1) famlies eligible to
recei ve benefits under the Tenporary Assistance for Needy



Fam lies (TANF) Program (2) high-risk youth; (3) qualified
ex-felons; (4) vocational rehabilitation referrals; (5)
qualified sumer youth enpl oyees; (6) qualified veterans; (7)
fam|lies receiving food stanps; and (8) persons receiVving
certain Supplenental Security Inconme (SSI) benefits.

M ni mum enpl oynent peri od

No credit is allowed for wages paid to enpl oyees who work
| ess than 120 hours in the first year of enploynent.

Expiration date

The credit is effective for wages paid or incurred to a
qualified individual who began work for an enpl oyer before
July 1, 1998.

House Bil |

The House bill extends the work opportunity tax credit for
18 nonths (through Decenber 31, 1999).

Ef fective date.--The provision is effective for wages paid
or incurred to qualified individuals who begin work for the
enpl oyer on or after July 1, 1998, and before January 1,
2000.
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Senat e anendnent

No provision. However, S. 2622, as introduced by Senators
Rot h and Moyni han, contains a provision that is simlar to

t he provision contained in the House bill. S. 2622 extends
the work opportunity tax credit for 12 nonths (through June
30, 1999).

Ef fective date.--The provision is effective for wages paid
or incurred to qualified individuals who begin work for the
enpl oyer on or after July 1, 1998, and before July 1, 1999.
Conf erence agr eenent

The conference agreenent follows S. 2622.

C. Extension of the Welfare-To-Wrk Tax Credit

(sec. 103 of S. 2622 and sec. 51A of the code)

Present | aw
The Code provides to enployers a tax credit on the first



$20, 000 of eligible wages paid to qualified long-termfamly
assi stance (AFDC or its successor progran) recipients during
the first two years of enploynent. The credit is 35 percent
of the first $10,000 of eligible wages in the first year of
enpl oynent and 50 percent of the first $10,000 of eligible
wages in the second year of enploynent. The maxinmumcredit is
$8, 500 per qualified enpl oyee.

Qualified long-termfam |y assistance recipients are: (1)
menmbers of a famly that has received fam |y assistance for
at least 18 consecutive nonths ending on the hiring date; (2)
menbers of a famly that has received famly assistance for a
total of at |east 18 nonths (whether or not consecutive)
after the date of enactnent of this credit if they are hired
within two years after the date that the 18-nonth total is
reached; and (3) nmenbers of a famly who are no | onger
eligible for fam |y assistance because of either Federal or
State tine limts, if they are hired wwthin two years after
the Federal or State time limts made the famly ineligible
for fam |y assistance.

El i gi bl e wages include cash wages paid to an enpl oyee plus
anmounts paid by the enployer for the follow ng: (1)
educati onal assi stance excludabl e under a section 127 program
(or that would be excludable but for the expiration of sec.
127); (2) health plan coverage for the enployee, but not nore
than the applicable prem um defi ned under section
4980B(f) (4); and (3) dependent care assistance excludable
under section 129.

The welfare to work credit is effective for wages paid or
incurred to a qualified individual who begins work for an
enpl oyer on or after January 1, 1998, and before May 1, 1999.
House bi |

No provi sion.

Senat e anendnent

No provision. However, S. 2622, as introduced by Senators
Rot h and Moyni han, extends the welfare-to-work tax credit for
two nont hs.

Ef fective date.--The provision extends the welfare-to-work
credit effective for wages paid or incurred to a qualified
i ndi vi dual who begins work for an enpl oyer on or after My 1,
1999, and before July 1, 1999.

Conf erence agr eenent



The conference agreenent follows S. 2622.

D. Extend the Deduction Provided for Contributions of Appreciated Stock
to Private Foundations; Public Inspection of Private Foundati on Annua
Ret ur ns

1. Extend the deduction provided for contributions of appreciated stock
to private foundations (sec. 104(a) of the house bill, sec. 104 of S.
2622, and sec. 170(e)(5) of the code)

Present | aw

I n conputing taxable incone, a taxpayer who item zes
deductions generally is allowed to deduct the fair market
val ue of property contributed to a charitable
organi zation.\2\ However, in the case of a charitable
contribution of short-termgain, inventory, or other ordinary
i ncome property, the anount of the deduction generally is
limted to the taxpayer's basis in the property. In the case
of a charitable contribution of tangi ble personal property,
the deduction is limted to the taxpayer's basis in such
property if the use by the recipient charitable organization
is unrelated to the organi zation's tax-exenpt purpose.

\'2\ The anount of the deduction allowable for a taxable year
where respect to a charitable contribution may be reduced
dependi ng on the type of property contributed, the type of
charitabl e organi zation to which the property is contri buted,
and the inconme of the taxpayer (sec. 170(b) and 170(e)).

In cases involving contributions to a private foundation
(other than certain private operating foundations), the
anount of the deduction is limted to the taxpayer's basis in
the property. However, under a special rule contained in
section 170(e)(5), taxpayers are all owed a deduction equal to
the fair market value of "“qualified appreciated stock’
contributed to a private foundation prior to July 1, 1998.
Qualified appreciated stock is defined as publicly traded
stock which is capital gain property. The fair-market-val ue
deduction for qualified appreciated stock donati ons applies
only to the extent that total donations nade by the donor to



private foundations of stock in a particular corporation did
not exceed 10 percent of the outstanding stock of that
corporation. For this purpose, an individual is treated as
meki ng all contributions that were nade by any nenber of the
individual's fam ly.

House bi |

The House bill extends permanently the special rule
contained in section 170(e)(5).

Ef fective date.--The provision is effective for
contributions of qualified appreciated stock to private
foundati ons made on or after July 1, 1998.

Senat e anendnent

No provision. However, S. 2622, as introduced by Senators
Rot h and Moyni han, contains a provision that is simlar to
the provision contained in the House bill. The provision in
S. 2622 extends the special rule contained in section
170(e)(5) for one year--for contributions of qualified
appreci ated stock nade to private foundations during the
period July 1, 1998, through June 30, 1999.

Conf erence agr eenent
The conference agreenment follows the House bill.

2. Public inspection of private foundation annual returns (sec. 104(b)
of the House bill and secs. 6104(d) and (e) of the Code)

Present | aw

Tax- exenpt organi zations (other than churches and certain
smal | organi zations) are required to file an annua
information return (Form990) with the Internal Revenue
Service ("'IRS '), setting forth the organization's itens of
gross i ncome and expenses attributable to such incone,

di sbursenments for tax-exenpt purposes, plus certain other
information for the taxable year.

Private foundations are required to nmake the current year's
annual information return (Form 990-PF) available for public
i nspection at the foundation's principal office during
regul ar business hours (sec. 6104(d)). Such return nust be
made available for inspection by any citizen on request made
within 180 days after the date of publication of notice of



its availability. Notice nust be published, not later than
the day the return is required to be filed, in a newspaper
havi ng general circulation in the county in which the
principal office of the foundation is |ocated. The notice
must state that the annual return is available for public

i nspection by any citizen who requests it, and nust state the
address and tel ephone nunber of the private foundation's
principal office and the nane of its principal mnager.

Tax- exenpt organi zations (other than private foundations)
that are required to file a Form 990, including public
charities, are required to allow public inspection at the
organi zation's principal office (and certain regional or
district offices) of their Forns 990 for the three nost
recent taxable years (sec. 6104(e)).

The Taxpayer Bill of Rights 2 inposed additional public
i nspection requirenents on tax-exenpt organizations. Al tax-
exenpt organi zati ons, except private foundations, will be
required to conply with requests made in person or in witing
by i ndividual s who seek a copy of the organization's Form 990
for any of the organization's three nost recent taxable
years. Upon such a request, the organization is required to
supply copies wthout charge other than a reasonable fee for
reproduction and mailing costs. If the request for copies is
made in person, then the organi zation nust inmediately
provi de such copies. |If the request for copies is made in
writing, then copies must be provided within 30 days. In
addition, all tax-exenpt organizations, including private
foundations, will be required to conply in the sanme manner
with requests nmade in person or in witing by individuals
who seek a copy of the organization's application for
recognition of tax-exenpt status and certain rel ated
docunents. However, an organi zation may be relieved of its
obligation to provide copies if, in accordance with
regul ati ons to be pronul gated by the Secretary of
Treasury, (1) the organization has nmade the requested
docunments wi dely available or (2) the Secretary of the
Treasury determ ned, upon application by the organization,
that the organi zati on was subject to a harassnment canpaign
such that a waiver of the obligation to provide copies
would be in the public interest. These additional public
i nspection provisions apply to requests made no earlier



than 60 days after the date on which the Treasury

Depart nment publishes regul ati ons defini ng when requested
docunents have been made w dely avail able or when a
request is part of a harassnment canpaign.\3\ Wile
proposed regul ati ons have been issued, final regul ations
have not been published; therefore, the provision is not
yet in effect.\4\

\'3\ However, the legislative history of the provision

i ndi cates that Congress expected that organizations wll
comply voluntarily with the public inspection provisions
prior to the issuance of such final regul ations.

\4\ Prop. Treas. Reg. sec. 301.6104(e)-1.

Upon written request to the IRS, nenbers of the genera
public also are permtted to i nspect annual infornmation
returns of tax-exenpt organizations and applications for
recognition of tax-exenpt status (and rel ated docunents) at
the National Ofice of the IRS in Washington, D.C. A person
maki ng such a witten request is notified by the IRS when the
material is available for inspection at the National Ofice,
where notes nmay be taken of the material open for inspection,
phot ographs taken with the person's own equi pnent, or copies
of such material obtained fromthe IRS for a fee (Treas. Reg.
secs. 301.6104(a)-6 and 301.6104(b)-1).

House bi |

Under the House bill, private foundations are subject to
the public inspection requirenents that currently apply to
public charities and all other tax-exenpt organi zations that
file annual information returns. Accordingly, private
foundations will be required to
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comply with requests fromindividuals who seek a copy of the
foundation's annual information return for any of the
foundation's three nost recent taxable years. Private
foundati ons are no | onger subject to the publication

requi rements of section 6104(d).\5\

\5\ As set forth in the |legistive history of the provision,



t he House Conmmittee on Ways and Means noted that the | ength
of annual information returns filed by certain private
foundati ons may nmake duplication and mailing of the return
expensi ve and adm ni stratively burdensome. The Comm ttee
expressed its expectation that the Treasury Departnent wl|l
publish regulations to address this issue (e.g., by
permitting perons to request a copy of portions of the
return).

Ef fective date.--The additional public inspection
provi sions apply to requests made after the later of: (1) the
date which is 60 days after the date on which the Treasury
Depart nment publishes regul ati ons defini ng when requested
docunents have been made w dely avail abl e or when a request
is part of a harassment canpaign, or (2) Decenber 31, 1998.
The repeal of the present-|aw publication requiremnment shal
apply only to those returns the due date for filing of which
is on or after the date the public inspection requirements
becone effective.

Senat e anendnent
No provi sion.
Conf erence Agreenent
The conference agreenment follows the House bill.

E. Exceptions Under Subpart F for Certain Active Financing |Incone
(sec. 105 of the House bill, sec. 105 of S. 2622, and secs. 953 and 954
of the Code)

Present | aw

I n gener al

Under the subpart F rules, certain U S. shareholders of a
controlled foreign corporation (" " CFC ') are subject to U S
tax currently on certain income earned by the CFC, whether or

not such incone is distributed to the sharehol ders. The
i ncome subject to current inclusion under the subpart F rules



i ncl udes, anong other things, "~ “foreign personal hol ding
conmpany incone'' and insurance income. The U.S. 10-percent
sharehol ders of a CFC al so are subject to current inclusion
with respect to their shares of the CFC s forei gn base
conpany services incone (i.e., incone derived from services
performed for a related person outside the country in which
the CFC i s organi zed).

For ei gn personal hol di ng conpany i nconme generally consists
of the follow ng: (1) dividends, interest, royalties, rents
and annuities; (2) net gains fromthe sale or exchange of (a)
property that gives rise to the preceding types of incone,
(b) property that does not give rise to incone, and (c)
interests in trusts, partnerships, and REMCs; (3) net gains
fromcommodities transactions; (4) net gains fromforeign
currency transactions; (5) inconme that is equivalent to
interest; (6) inconme from notional principal contracts; and
(7) payments in lieu of dividends.

I nsurance i nconme subject to current inclusion under the
subpart F rules includes any incone of a CFC attributable to
the issuing or reinsuring of any insurance or annuity
contract in connection with risks located in a country other
than the CFC s country of organi zation. Subpart F insurance
i ncone al so includes inconme attributable to an insurance
contract in connection with risks |ocated within the CFC s
country of organi zation, as the result of an arrangenent
under whi ch anot her corporation receives a substantially
equal armount of consideration for insurance of other-country
ri sks. Investnent incone of a CFC that is allocable to any
i nsurance or annuity contract related to risks |ocated
outside the CFC s country of organization is taxable as
subpart F insurance incone (Prop. Treas. Reg. sec. 1.953-
1(a)).

Tenporary exceptions fromforeign personal hol di ng conpany
i ncomre and foreign base conpany services inconme apply for
subpart F purposes for certain inconme that is derived in the
active conduct of a banking, financing, insurance, or simlar
busi ness.\ 6\ These exceptions (descri bed bel ow) are
applicable only for taxable years beginning in 1998.

\ 6\ The President cancel ed these exceptions in 1997 pursuant
to the Line Item Veto Act. On June 25, 1998, the U. S. Suprene



Court held that the cancellation procedures set forth in the
Line Item Veto Act are unconstitutional. Clinton v. Cty of
New York, 118 S. C. 2091 (June 25, 1998).

Income fromthe active conduct of a banking, financing, or

sim |l ar business

A tenporary exception fromforeign personal hol di ng conpany
i ncomre applies to incone that is derived in the active
conduct of a banking, financing, or simlar business by a CFC
that is predom nantly engaged in the active conduct of such
busi ness. For this purpose, incone derived in the active
conduct of a banking, financing, or simlar business
generally is determ ned under the principles applicable in
determ ning financial services incone for foreign tax credit
limtation purposes. However, in the case of a corporation
that is engaged in the active conduct of a banking or
securities business, the incone that is eligible for this
exception is determ ned under the principles applicable in
determ ning the inconme which is treated as nonpassi ve incone
for purposes of the passive foreign investnment conpany
provisions. In this regard, the income of a corporation
engaged in the active conduct of a banking or securities
busi ness that is eligible for this exception is the incone
that is treated as nonpassi ve under the regul ations proposed
under section 1296(b) (as in effect prior to the enactnent of
t he Taxpayer Relief Act of 1997). See Prop. Treas. Reg. secs.
1.1296-4 and 1.1296-6. The Secretary of the Treasury is
directed to prescribe regul ati ons applying | ook-through
treatnment in characterizing for this purpose dividends,
interest, income equivalent to interest, rents and royalties
fromrel ated persons.

For purposes of the tenporary exception, a corporation is
consi dered to be predom nantly engaged in the active conduct
of a banking, financing, or simlar business if it is engaged
in the active conduct of a banking or securities business or
is aqualified bank affiliate or qualified securities
affiliate. In this regard, a corporation is considered to be
engaged in the active conduct of a banking or securities
busi ness if the corporation would be treated as so engaged
under the regul ati ons proposed under prior |aw section
1296(b) (as in effect prior to the enactnent of the Taxpayer



Relief Act of 1997); qualified bank affiliates and qualified
securities affiliates are as determ ned under such proposed
regul ati ons. See Prop. Treas. Reg. secs. 1.1296-4 and 1.1296-
6.

Alternatively, a corporation is considered to be engaged in
the active conduct of a banking, financing, or simlar
business if nmore than 70 percent of its gross incone is
derived from such business fromtransactions with unrel ated
persons | ocated within the country under the |aws of which
the corporation is created or organi zed. For this purpose,

i ncone derived by a qualified business unit (" QU ') of a
corporation fromtransactions with unrel ated persons | ocated
in the country in which the QU maintains its principa

of fice and conducts substanti al business activity is treated
as derived by the corporation fromtransactions with

unrel ated persons |located within the country in which the
corporation is created or organized. A person other than a
natural person is considered to be |ocated within the country
in which it maintains an office through which it engages in a
trade or business and by which the transaction is effected. A
natural person is treated as |located within the country in
whi ch such person is physically | ocated when such person
enters into the transaction.

Income fromthe active conduct of an insurance business

A tenporary exception fromforeign personal hol di ng conpany
i nconme applies for certain investnent incone of a qualifying
i nsurance conpany with respect to risks located within the
CFC s country of creation or organization. These rules differ
fromthe rules of section 953 of the Code, which determ nes
t he subpart F inclusions of a U S. shareholder relating to
i nsurance inconme of a CFC. Such insurance income under
section 953 generally is conputed in accordance with the
rul es of subchapter L of the Code.

A tenporary exception applies for income (received froma
person other than a related person) frominvestnents made by
a qualifying insurance conpany of its reserves or 80 percent
of its unearned premuns. For this purpose, in the case of
contracts regulated in the country in which sold as property,
casualty or health insurance contracts, unearned prem unms and
reserves are defined as unearned prem uns and reserves for
| osses incurred determ ned using the nethods and interest



rates that would be used if the qualifying insurance conpany
were subject to tax under subchapter L of the Code. Thus, for
this purpose, unearned prem uns are determ ned in accordance
with section 832(b)(4), and reserves for | osses incurred are
determ ned in accordance with section 832(b)(5) and 846 of
the Code (as well as any other rules applicable to a U S
property and casualty insurance conpany with respect to such
anounts) .

In the case of a contract regulated in the country in which
sold as a life insurance or annuity contract, the foll ow ng
three alternative rules for determ ning reserves apply. Any
one of the three rules can be elected with respect to a
particul ar |line of business.

First, reserves for such contracts can be determn ned
general ly under the rules applicable to donestic life
i nsurance conpani es under subchapter L of the Code, using the
met hods there specified, but substituting for the interest
rates in Code section 807(d)(2)(B) an interest rate
determ ned for the country in which the qualifying insurance
conpany was created or organi zed, calculated in the sane
manner as the md-term applicable Federal interest rate
(T"AFR ") (within the meaning of section 1274(d)).

Second, the reserves for such contracts can be determ ned
using a prelimnary termforeign reserve nmethod, except that
the interest rate to be used is the interest rate determ ned
for the country in which the qualifying insurance conmpany was
created or organi zed, calculated in the same manner as the
md-term AFR. If a qualifying insurance conpany uses such a
prelimnary termnmethod with respect to contracts insuring
risks located in the country in which the conpany is created
or organi zed, then such nmethod is the nethod that applies for
pur poses of this election.

Third, reserves for such contracts can be deterni ned to be
equal to the net surrender value of the contract (as defined
in section 807(e)(1)(A)).

In no event can the reserve for any contract at any tine
exceed the foreign statenent reserve for the contract,
reduced by
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any catastrophe or deficiency reserve. This rule applies
whet her the contract is regulated as a property, casualty,
health, life insurance, annuity or any other type of
contract.

A tenporary exception fromforeign personal hol di ng conpany
i ncone al so applies for inconme frominvestnent of assets
equal to: (1) one-third of prem uns earned during the taxable
year on insurance contracts regulated in the country in which
sold as property, casualty, or health insurance contracts;
and (2) the greater of 10 percent of reserves, or, in the
case of a qualifying insurance conpany that is a startup
conpany, $10 million. For this purpose, a startup conpany is
a conpany (including any predecessor) that has not been
engaged in the active conduct of an insurance business for
more than 5 years. In general, the 5-year period commences
when the foreign conpany first is engaged in the active
conduct of an insurance business. If the foreign company was
formed before being acquired by the U S. sharehol der, the 5-
year period conmences when the acquired conpany first was
engaged in the active conduct of an insurance business. In
the event of the acquisition of a book of business from
anot her company through an assunption or indemity
rei nsurance transaction, the 5-year period comences when the
acquiring conpany first engaged in the active conduct of an
i nsurance business, except that if nore than a substanti al
part (e.g., 80 percent) of the business of the ceding conpany
is acquired, then the 5-year period comences when the ceding
conpany first engaged in the active conduct of an insurance
busi ness. Rei nsurance transacti ons anong rel ated persons may
not be used to nultiply the nunber of 5-year periods.

Under rules prescribed by the Secretary, incone is
all ocated to contracts as follows. In the case of contracts
that are separate account-type contracts (including variable
contracts not neeting the requirenents of sec. 817), only the
i ncome specifically allocable to such contracts is taken into
account. In the case of other contracts, income not
specifically allocable is allocated ratably anmong such
contracts.

A qualifying insurance conpany is defined as any entity
which: (1) is regulated as an insurance conpany under the
| aws of the country in which it is incorporated; (2) derives



at least 50 percent of its net witten premuns fromthe

i nsurance or reinsurance of risks situated within its country
of incorporation; and (3) is engaged in the active conduct of
an i nsurance business and woul d be subject to tax under
subchapter L if it were a donestic corporation.

The tenporary exceptions do not apply to investnment incone
(includable in the income of a U S. sharehol der of a CFC
pursuant to sec. 953) allocable to contracts that insure
related party risks or risks located in a country other than
the country in which the qualifying insurance conpany is
created or organi zed.

Anti - abuse rul e

An anti-abuse rule applies for purposes of these tenporary
exceptions. For purposes of applying these exceptions, itens
wWith respect to a transaction or series of transactions are
di sregarded if one of the principal purposes of the
transaction or transactions is to qualify incone or gain for
t hese exceptions, including any change in the nethod of
conmputi ng reserves or any other transaction or transactions
one of the principal purposes of which is the accel eration or
deferral of any itemin order to claimthe benefits of these
excepti ons.

For ei gn base conpany services incone

A tenporary exception fromforeign base conpany services
i ncomre applies for inconme derived fromservices perforned in
connection with the active conduct of a banking, financing,

i nsurance or simlar business by a CFC that is predom nantly
engaged in the active conduct of such business or is a
qgual i fying insurance conpany.

House Bil |

I n gener al

The House bill extends and nodifies the present-|aw
tenporary exceptions from subpart F for inconme that is
derived in the active conduct of a banking, financing, or
simlar business or in the conduct of an insurance business.
These exceptions (as nodified) are applicable only for
t axabl e years beginning in 1999.

Wth respect to inconme derived in the active conduct of a
banki ng, financing, or simlar business, the House bil
differs fromthe present-law tenporary exceptions in the
follow ng significant respects. First, the House bil



requires a CFC to conduct substantial activity with respect
to its business in order to qualify for the exceptions.
Second, the House bill adds certain nexus requiremnments which
require that income which is derived by a CFC or QBU from
transactions with custoners is eligible for the exceptions

i f, anong other things, substantially all of the activities
in connection with such transactions are conducted directly
by the CFC or @BU in its hone country, and such incone is
treated as earned by the CFC or @BU in its home country for
pur poses of such country's tax laws. Third, the House bil
nmodi fies the tests for determ ning whether a CFC is

predom nantly engaged in the active conduct of a banking,
financing, or simlar business, including nodifications for

i ncone derived froma | ending or finance business. Fourth,
the House bill extends the exceptions to income derived from
certain cross border transactions, provided that certain
requirements are met. Fifth, the determ nation of where a
customer is treated as |located is made under rul es prescribed
by the Secretary of the Treasury. Finally, the | ook-through
rule that was included in the present-|law provision for

pur poses of determ ning the incone eligible for the
exceptions is elimnated.

In the case of insurance, the House bill differs from
present law in the follow ng significant respects. In
addition to the exception for certain incone of a
qual i fying insurance conpany with respect to risks |ocated
within the CFC s country of creation or organization that
is provided under present |aw, the House bill provides
addi ti onal exceptions. First, the House bill provides
tenporary exceptions frominsurance i ncome and from
forei gn personal hol ding conpany i ncome for certain inconme
of a qualifying branch of a qualifying insurance conpany
with respect to risks |ocated within the home country of
the branch, provided certain requirenents are net under
each of the exceptions. Further, the House bill adds
addi ti onal tenporary exceptions frominsurance income and
fromforei gn personal hol di ng conmpany i ncome for certain
i ncone of certain CFCs or branches with respect to risks
| ocated in any country other than the United States,
provided that the requirenents for these exceptions are



met .

Income fromthe active conduct of a banking, financing, or

sim | ar business

Substantial activity requirement.--The House bill nodifies
the exceptions from subpart F for incone derived in the
active conduct of a banking, financing, or simlar business
by, anong other things, incorporating a substantial activity
requi rement. Under the House bill, the subpart F exceptions
apply to a CFC that is an eligible controlled foreign
corporation (an ~“eligible CFC'). An eligible CFC is defined
as a CFC which is predonmi nantly engaged in the active conduct
of a banking, financing, or simlar business, but only if it
conducts substantial activity with respect to such busi ness.

Whet her a CFC is considered to conduct substantial activity
with respect to a banking, financing, or simlar business is
determ ned under all the facts and circunstances. It is
intended that as part of this facts and circunstances
anal ysis in determ ning whether the activities conducted by
the CFC are substantial, all relevant factors are taken into
account, including the overall size of the CFC, the anount of
its revenues and expenses, the nunmber of its enployees, the
ratio of its revenues per enployee, the amount of property it
owns, and the nature, size, and relative significance of the
applicable activities conducted by the CFC. Under the House
bill, the Treasury Secretary is granted the authority to
prescribe regulations to carry out the purposes of these
exceptions. It is intended that such authority includes the
authority to prescribe rules relating to whether a CFC (or,
as relevant, a QBU) is considered to conduct substanti al
activity.

It also is intended that as part of this facts and
circunstances analysis, a CFCis required to conduct
substantially all of the activities necessary for the
generation of incone with respect to the business, which
generally include the following: initial solicitation of
customers (i ncluding vendors); advising custoners on
fi nanci al needs, including funding and financial products;
providing financial and technical advice to custoners;
designing or tailoring financial products to custoners'
needs; negotiating ternms with custoners; performng credit
anal ysis on customers and eval uating noncredit risks;



providing rel ated services to custoners; making | oans,
entering into | eases, extending credit or entering into other
transactions with customers that generate incone that would
be considered derived in the active conduct of a banking,
financing, or simlar business; collecting from custoners;
perform ng remarketing activities (including sales) follow ng
term nation of transactions with custoners; responding to
customers' failure to satisfy their obligations under
transactions, including enforcenent or renegotiation of
terms, liquidation of collateral, foreclosure, and/or
institution of litigation; and holding collateral for
transactions wth custoners.

It is intended that the performance of back-office
functions (including accounting for income or |oss,
recordkeepi ng, and routine comunicating with custoners) not
be taken into account in determ ning whether the substanti al
activity requirenent is satisfied. It also is intended that
the relevant activities of the business may be nodified by
Treasury regulation to take into account future changes in
the operations of these businesses.

In general, the substantial activity requirenment is applied
based on the activities of the CFC as a whole, including the
activities of any QBUs of the CFC. In determ ning whether the
substantial activity requirenment is satisfied, activities
performed in the country in which the CFC is incorporated (or
in the country in which the QBU has its principal office) by
enpl oyees of a related person of the CFC are taken into
account, but only to the extent that the related person is
conpensated on an arm s-length basis for the services of such
enpl oyees and such conpensation is includible in the rel ated
person's incone in such country for purposes of such
country's income tax |laws. For this purpose, a related person
has the neaning provided in section 954(d)(3), substituting
“Tat least 80 percent'' for nore than 50 percent.'’

ENEEN
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It is intended that the activities of such a related person
are not again taken into account in determ ning whether
anot her CFC or BU (e.g., the related person) satisfies the
substantial activity requirenent.



Predom nantly engaged requirenent

The House bill also nodifies the rules for determ ning
whether a CFC is predom nantly engaged in the active conduct
of a banking, financing, or simlar business. Alternative
rules apply for this purpose.

Banki ng or securities business.--The House bill nodifies
the present-|aw application of the banking or securities
busi ness tests for determ ning whether a CFC i s predom nantly
engaged in the active conduct of a banking, financing, or
sim |l ar business. Under the House bill, a CFC is consi dered
to be predom nantly engaged in the active conduct of a
banki ng, financing, or simlar business if it is engaged in
the active conduct of a banking business and is an
institution licensed to do business as a bank in the United
States (or is any other corporation not so |icensed which is
specified in regulations). In addition, a CFC is considered
to be predom nantly engaged in the active conduct of a
banki ng, financing, or simlar business if it is engaged in
the active conduct of a securities business and is registered
as a securities broker or deal er under applicable U S.
securities laws (or is any other corporation not so
regi stered which is specified in regulations). It generally
is intended that these requirenents for the active conduct of
a banki ng or securities business be interpreted in the nmanner
provided in the regul ati ons proposed under prior |aw section
1296(b) (as in effect prior to the enactnent of the Taxpayer
Relief Act of 1997). See Prop. Treas. Reg. secs. 1.1296-4 and
1.1296-6. Specifically, it is intended that these
requi rements include the requirenents for foreign banks under
Prop. Treas. Reg. sec. 1.1296-4 as currently drafted.

However, it is not intended that these requirenents be
considered to be satisfied by a CFC nerely because it is a
qualified bank affiliate or a qualified securities affiliate
within the meani ng of the proposed regul ati ons under forner
section 1296(Db).

Lendi ng or finance business.--The House bill nodifies the
present-|aw 70-percent test for determ ning whether a CFC is
predom nantly engaged in the active conduct of a banking,
financing, or simlar business. Under the House bill, a CFC
is considered to be predomi nantly engaged in the active



conduct of such business if nore than 70 percent of its gross
inconme is derived directly fromthe active and regul ar
conduct of a lending or finance business fromtransactions
with custoners which are unrel ated persons. For this purpose,
it is intended that transactions with custoners located in
the United States not be taken into account in determning
whet her the 70-percent test is satisfied.

For this purpose, a CFC is considered to be engaged in a
I ending or finance business if it is engaged in the business
of : (1) making | oans; (2) purchasing or discounting accounts
recei vabl e, notes (including |oans), or installnent
obligations; (3) engaging in leasing (including entering into
| eases and purchasing, servicing and di sposing of |eases and
| eased assets); (4) issuing letters of credit and providing
guar antees; (5) providing charge and credit card services; or
(6) rendering services or nmaking facilities available in
connection with the foregoing activities carried on by the
corporation rendering such services or facilities, or by
anot her corporation which is a nenber of the same affiliated
group.

For this purpose, whether two corporations are affiliated
is determined by reference to section 1504 with one
nmodi fication: the exclusion for foreign corporations is
di sregarded.

Whet her any portion of a CFC s gross incone is derived
directly fromthe active and regul ar conduct of a |ending or
finance business is determ ned under all the facts and
circunstances. Under the House bill, the Treasury Secretary
is granted the authority to prescribe regulations to carry
out the purposes of these exceptions. It is intended that
such authority includes the authority to prescribe rules
relating to this determ nation

Qual i fied banking or financing incone exenpt from subpart F

In general.--1f a CFCis treated as an eligible CFC (i.e.,
it satisfies the substantial activity and predom nantly
engaged requirements), the subpart F exceptions apply to
qgual i fi ed banking or financing incone of such corporation.
Qual i fied banking or financing incone is defined as incone
which is derived in the active conduct of a banking,
financing, or simlar business by an eligible CFC or a QBU of
such CFC if: (1) the income is derived fromtransactions with



custonmers not |ocated in the United States, (2) substantially
all of the activities in connection with such transactions
are conducted directly by the corporation or unit in its hone
country, and (3) the inconme is treated as earned by such
corporation or unit in its honme country for purposes of such
country's tax laws. For this purpose, incone is considered to
be earned by a CFC or a @BU in its hone country if such
incone is sourced and allocable to such CFC or @BU in its
home country for purposes of such country's tax laws. In
addition, for this purpose, activities are considered to be
conducted by a CFC or @BU if such activities are perfornmed by
enpl oyees of the CFC or (BU. Except as provided by

regul ations, a CFC s hone country is defined as its country
of creation or organization, and a QBU s hone country is
defined as the country in which the unit maintains its
principal office. Mreover, incone derived fromtransactions
with custoners apply only to transactions with custoners
acting in their capacity as such.

For this purpose, it is intended that incone derived by an
eligible CFC or QBU of such CFC fromthe foll ow ng types of
activities be considered to be income derived in the
active conduct of a banking, financing, or simlar
busi ness (provided that the other requirenments for these
exceptions are satisfied):

(1) regularly making personal, nortgage, industrial, or
other loans in the ordinary course of the corporation' s trade
or busi ness;

(2) factoring evidences of indebtedness for custoners;

(3) purchasing, selling, discounting, or negotiating for
customers notes, drafts, checks, bills of exchange,
acceptances, or other evidences of indebtedness;

(4) issuing letters of credit and negotiating drafts drawn
t her eunder for custoners;

(5) performng trust services, including as a fiduciary,
agent, or custodian, for custoners, provided such trust
activities are not perfornmed in connection with services
provided by a dealer in stock, securities or simlar
financial instruments;

(6) arranging foreign exchange transactions (including any
section 988 transaction within the meaning of section
988(c)(1)) for, or engaging in foreign exchange transactions



Wi th, custoners;

(7) arranging interest rate or currency futures, forwards,
options or notional principal contracts for, or entering into
such transactions wth, custoners;

(8) underwiting issues of stock, debt instrunments or other
securities under best efforts or firmconm tnent agreements
for custoners;

(9) engaging in leasing (including entering into | eases and
pur chasi ng, servicing and disposing of |eases and | eased
assets);

(10) providing charge and credit card services for
customers or factoring receivables obtained in the course of
provi di ng such servi ces;

(11) providing traveler's check and noney order services
for custoners;

(12) providing correspondent bank services for custoners;

(13) providing payi ng agency and col |l ecti on agency services
for custoners;

(14) maintaining restricted reserves (including noney or
securities) in a segregated account in order to satisfy a
capital or reserve requirenent inposed by a | ocal banking or
securities regulatory authority;

(15) engaging in hedging activities directly related to
anot her activity described herein;

(16) repackagi ng nortgages and other financial assets into
securities and servicing activities with respect to such
assets (including the accrual of interest incidental to such
activity);

(17) engaging in financing activities typically provided in
the ordinary course by an investnent bank, such as project
fi nancing provided in connection with construction projects,
structured finance (including the extension of a |loan and the
sal e of participations or interests in the |oan to other
financial institutions or investors), and |l easing activities
to the extent incidental to such financing activities;

(18) providing financial or investment advisory services,

i nvest nent managenent services, fiduciary services, or
cust odi al servi ces;

(19) purchasing or selling stock, debt instrunents,
interest rate or currency futures or other securities or
derivative financial products (including notional principa



contracts) fromor to customers and hol di ng stock, debt
instruments and other securities as inventory for sale to
customers, unless the relevant securities or derivative
financial products are not held in a deal er capacity;

(20) effecting transactions in securities for custonmers as
a securities broker; and

(21) any other activity that the Secretary of the Treasury
determ nes to be a financing activity conducted by active
corporations in the ordinary course of their business.

Qual i fied banking or financing incone of an eligible CFC or
@BU of such CFC is determ ned separately for the CFC and each
@BU, taking into account, in the case of an eligible CFC
only itenms of incone, gain, deduction, |oss or other itens,
as well as activities, of such CFC that are not properly
allocable to any @BUs. Simlarly, in the case of a BU
qgual i fied banking or financing incone is determ ned by taking

into account such applicable itens (e.g., income and
activities) that are properly allocable to such QBU. Under
t he House bill, the Treasury Secretary is granted the

authority to prescribe regulations to carry out the purposes
of these exceptions. It is intended that such authority
i ncl udes the authority to prescribe rules for properly
allocating itenms and activities anong branches or units of a
CFC, and between the CFC and its branches or units.

Income fromlocal customer transactions.--1f the
requi rements above are satisfied, the exceptions apply to
incone that is derived fromtransactions with custoners
| ocated in the CFC s hone country. In addition, the
exceptions apply to incone that is derived by a QBU of an
eligible CFC fromtransactions with custoners |ocated in the
@BU s hone country.

For exanple, assune that a CFC is incorporated in the
Uni ted Kingdom and has operations in France that constitute a
BU. Also assume that the activities of the U K CFC s head
office together with the activities of
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the French QBU satisfy the substantial activity requirenent.
Under the House bill, income derived by the U K CFC from
transactions with custonmers in the United Kingdomis eligible



for the exceptions if substantially all of the activities in
connection with the transaction are perfornmed in the United
Ki ngdom by enpl oyees of the U. K CFC, and the income is
treated as earned by the UK CFC in the United Kingdom for
U K income tax purposes. In addition, income derived by the
French QBU fromtransactions with custoners in France is
eligible for the exceptions if substantially all of the
activities in connection with the transactions are perforned
in France by enpl oyees of the French QBU, and the incone is
treated as earned by the French @BU in France for French

i ncome tax purposes.

I ncome fromcross border transactions.--1f the requirenents
above are satisfied, the exceptions also apply to income from
certain cross border transactions, but only if a higher
standard with respect to the substantial activity requirenent
is satisfied. Under the House bill, incone derived by a CFC
fromtransactions with custoners not |ocated in the CFC s
home country or the United States is eligible for the
exceptions if the CFC conducts substantial activity with
respect to a banking, financing, or simlar business inits
home country. In addition, inconme derived by a QBU of an
eligible CFC fromtransactions with customers not |ocated in
the QBU s hone country or the United States is eligible for
the exceptions, but only if the BU conducts substanti al
activity with respect to such a business in its honme country.
For this purpose, the substantial activity requirenment is
applied by looking only at the activities of the applicable
CFC or BU on a stand-al one basis. Thus, incone derived by a
BU fromtransactions with custonmers not |ocated in its hone
country (or in the United States) is eligible for the
exceptions if the activities of the QU itself constitute
substantial activities (provided that the other requirenents
are satisfied).

Consi der again the U K CFC and the French QBU. |If the head
office of the U K CFC derives income froma transaction with
a custoner in Germany, the inconme is eligible for the
exceptions if the activities of the CFCitself (w thout
regard to those of the French QBU) satisfy the substanti al
activity requirenent. Alternatively, if the French BU
derives income froma transaction with a German custoner, the
inconme is eligible for the exceptions if the activities of



the French QBU itself satisfy the substantial activity
requirement.
Home country requirenment for income earned with respect to

a lending or finance business.--1n the case of a | ending or
fi nance business, in addition to the requirenments described
above, the House bill includes an additional requirenment to

qualify for the exceptions in the case of incone earned by a
CFC which qualifies as an eligible CFC by satisfying the
predom nantly engaged requirement for an active |lending or

fi nance business. For such an eligible CFC, incone derived by
such CFC is eligible for the exceptions only if such CFC
derives nore than 30 percent of its gross income directly
fromthe active and regul ar conduct of a |lending or finance
busi ness fromtransactions wth custoners that are unrel ated
persons and that are located within the CFC s home country
(the ““home country'' requirenment). In addition, incone
derived by a QBU of such an eligible CFC is eligible for the
exceptions only if such QBU derives nore than 30 percent

of its gross inconme directly fromthe active and regul ar
conduct of a lending or finance business fromtransactions
with custoners that are unrel ated persons and that are

| ocated within the @BU s hone country. For this purpose,

it is intended that transactions with custoners located in
the United States not be taken into account.

The home country requirenent is applied on a stand-al one
basis to the particular CFC or BU. Thus, the 30-percent
gross income test takes into account only the gross income of
a particular CFC (without regard to the income of its QBUS)
fromtransactions with its home-country unrel ated custoners.
Simlarly, in the case of a QBU, there is taken into account
the gross incone of the particular BU (without regard to the
i ncome of the CFC or other QBUs) fromtransactions with its
home- country unrel ated custonmers. Accordingly, if nore than
70 percent of the CFC s gross incone is derived directly from
the active and regul ar conduct of a |lending or finance
busi ness fromtransactions with unrel ated custoners, and one
of the CFC s (BUs satisfies the home country requirenent but
anot her BU does not satisfy such requirenent, income derived
by the @BU that satisfies the hone country requirenent is
eligible for the exceptions from subpart F (provided that the
other requirenents are satisfied), but income derived by the



other QBU is not eligible for the exceptions.

Coordination with other rules.--The House bill provides
that the exceptions under section 954(h) for inconme derived
in the active conduct of a banking, financing, or simlar
busi ness do not apply to inconme described in the dealer
excepti on under section 954(c)(2)(C (ii) (described bel ow)
for a dealer in securities which is an eligible CFC that
satisfies the predom nantly engaged requirenent for a
securities business.

In addition, it is expected that the Treasury Depart nment
and the Internal Revenue Service wll issue tinmely guidance
to make currently effective conform ng changes to existing
regulations in order to reflect the exceptions under section
954(h), including conform ng changes to the regul ati ons under
section 954(c)(3).

Exception for securities dealers

The House bill provides an additional exception from
foreign personal hol ding conpany i ncome for certain income
derived by a securities dealer within the nmeaning of section
475 (the so-called "“deal er exception''). The deal er
exception applies to interest or dividends (or equival ent
anmounts described in sec. 954(c)(1)(E) or (Q) from any
transaction (including a hedging transaction or a transaction
consisting of a deposit of collateral or margin described in
sec. 956(c)(2)(J)) entered into in the ordinary course of the
deal er's trade or business as such a securities dealer, but
only if the incone is attributable to activities of the
dealer in the country in which the dealer is created or
organi zed (or, in the case of a QBU of the dealer, is
attributable to activities of the @BU in the country in which
the QBU both maintains its principal office and conducts
substantial business activity). For this purpose, income is
considered to be attributable to activities of the dealer in
its country of incorporation (or to a @QBU in the country in
whi ch the QBU both maintains its principal office and
conducts substantial business activity), if such inconme is
attributable to activities perforned in such country by
enpl oyees of the dealer (or QBU), and such incone is treated
as earned in such country by the dealer (or BU) for purposes
of such country's tax laws. For this purpose, incone is
considered to be earned in the country in which the dealer is



created or organized (or, in the case of a QBU, in the
country in which the QBU both nmaintains its principal office
and conducts substantial business activity), if such incone
is sourced and all ocable to such dealer (or QBU) in such
country for purposes of such country's tax laws. It is

i ntended that the deal er exception not apply to income from
transactions wth persons located in the United States with
respect to U.S. securities. This reflects the understanding
that the exception fromcurrent inclusion under subpart F for
i ncomre earned by dealers in securities does not apply to
activities that would otherw se be conducted in the United
States. In addition, it is intended that the deal er exception
will apply to interest paid by custoners to the deal er on
margin | oans in connection with sales of securities (provided
that the other requirenents of the provision are satisfied).

I nsurance i ncome

In general.--The House bill provides a tenporary exception
to insurance income under section 953. For purposes of the
exception to insurance income, reserves for an exenpt
i nsurance or annuity contract are determned in the sane
manner as under the tenporary exception, described bel ow, for
forei gn personal hol ding conpany incone relating to certain
i nsurance contracts (sec. 954(i), as added by the House
bill). For purposes of these provisions, reserves are
i ntended to include discounted unpaid | osses or |osses
i ncurred, as appropriate, for property and casualty
contracts.

Operation of the exception.--The House bill provides an
exception frominsurance incone for incone derived by a
qgqual i fying insurance conpany that is attributable to the
issuing (or reinsuring) of an exenpt contract by the
qual i fying insurance conpany or a qualifying insurance
conpany branch of such a company, and that is treated as
earned by the conpany or branch in that conmpany's, or
branch's, home country for purposes of that country's tax
| aws. The exception frominsurance incone does not apply to
i ncome attributable to the issuing (or reinsuring) of an
exenpt contract as the result of any arrangenment whereby
anot her corporation receives a substantially equal anmount of
prem unms or other consideration in respect of issuing (or
reinsuring a contract that is not an exenpt contract). An



exenpt contract is an insurance or annuity contract issued or
reinsured by a qualifying insurance conpany or qualified
i nsurance conpany branch in connection with property in,
liability arising out of activity in, or the lives or health
of residents of, a country other than the United States.

No contract is treated as an exenpt contract unless the
qual i fying i nsurance conpany or branch derives nore than 30
percent of its net witten prem uns from exenpt contracts
(determ ned without regard to this sentence) covering
applicable honme country risks, and with respect to which no
pol i cyhol der, insured, annuitant, or beneficiary is a related
person (within the meaning of sec. 954(d)(3)). Applicable
home country risks are risks in connection with property in,
liability arising out of activity in, or the lives or health
of residents of, the hone country of the qualifying insurance
conpany or branch, as the case may be. In all cases, the 30-
percent test is applied on a unit-by-unit basis. Accordingly,
i nconme derived by a qualifying insurance conpany branch of a
CFC qualifies only if such branch al one satisfies the 30-
percent test (w thout regard to the net witten prem uns of
any ot her branch). Incone derived by the CFC qualifies only
if the CFC al one satisfies the 30-percent test w thout regard
to the net witten premiuns of any other unit or branch of
t he CFC.

When determ nati ons under the House bill are made
separately with respect to a qualifying insurance conpany and
its qualifying insurance conpany branch or branches, then in
the case of the qualifying insurance conpany, only incone,
gain, or loss and activities of the conpany not properly
al | ocabl e or
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attributable to any qualifying insurance conpany branch are
taken into account. In the case of a qualifying insurance
conpany branch, only income, gain, or |oss and activities of
the branch that are properly allocable or attributable to it
are taken into account. Under the House bill, the Treasury
Secretary is granted the authority to carry out the purposes
of these exceptions. It is intended that such authority

i ncl udes the authority to prescribe rules for properly



allocating itenms and activities anong branches or units of a
CFC, and ampong the CFC and its branches or units.

The home country of a CFCis the country in which the CFC
is created or organi zed. The honme country of a qualified
busi ness unit that is a qualifying insurance conpany branch
of a qualifying insurance conpany neans the country in which
the principal office of such unit is |located and in which
such unit is licensed, authorized, or regulated by the
applicable insurance regulatory body to sell insurance,
rei nsurance or annuity contracts to persons other than
rel ated persons (within the neaning of sec. 954(d)(3)) in
that country.

Qual i fying insurance conpany.--A qualifying insurance
conpany is a CFC that meets the follow ng requirenments, which
are intended to distinguish firms that have a real business
nexus with a foreign country or countries fromfirnms that do
not. The first requirement is that the CFC be subject to
regul ati on as an insurance (or reinsurance) conmpany by its
home country, and that the CFC be |licensed, authorized, or
regul ated by the applicable insurance regulatory body for its
home country to sell insurance, reinsurance, or annuity
contracts to persons other than related persons (within the
meani ng of section 954(d)(3)) in its hone country.

The second requirenment is that the CFC derive nore than 50
percent of its aggregate net witten premuns fromthe
i nsurance or reinsurance by the CFC (on an aggregate basis,

i ncl udi ng qual ifying insurance conpany branches) covering
applicable honme country risks (as descri bed above) of the CFC
or branch, as the case nmay be. For purposes of this rule, if
a policyhol der, insured, annuitant, or beneficiary is a

rel ated person, then the contract is treated as not covering
home country risks. A related person has the neani ng set
forth in section 954(d)(3). In the case of a qualifying

i nsurance conpany branch, prem uns are taken into account
under this second requirenent only to the extent that the
premiuns are treated as earned by the branch in its hone
country for purposes of that country's tax | aws.

The 50-percent test applies on an aggregate basis. For
exanpl e, assune that a German CFC has a branch in France and
a branch in Italy. Assune that $50 of net witten premni uns
are properly allocable to the Italian branch, $100 of net



written premuns are properly allocable to the French branch,
and $100 of net witten prem unms are properly allocable to
the CFC in Germany. For the Italian branch, assune $20 of the
$50, or 40 percent, is fromhome country risks. For the
French branch, assune that $80 of the $100, or 80 percent, is
from honme country risks. For the CFC in Gernmany, assune that
$60 of the $100, or 60 percent, is fromhone country risks.
Taking into account the respective anpbunts and percentages,
the CFC has 64 percent of its net witten prem uns from hone
country risks on an aggregate basis.

The third requirenment is that the CFC be engaged in the
i nsurance business and that it would be subject to tax under
subchapter L if it were a donmestic corporation. A CFC is
consi dered to be engaged in the insurance business, within

the neaning of this provision of the House bill, if it
operates in a manner consistent with the operation of other
bona fide commercial insurance conpanies that sell insurance

products to unrelated parties in its hone country, and
conducts managerial activities in that country with respect
to the major functions of the insurance business. A factor,
anong others, that could be considered in determ ni ng whet her
it conducts managerial activities in its home country with
respect to the nmmjor functions of the insurance business may
be whether in its hone country it exercises key decision
meki ng in determ ning business strategy with respect to the
maj or functions of the insurance business. For purposes of
the requirenment that the CFC be engaged in the insurance

busi ness, activities perforned in the home country of the CFC
by enpl oyees of the CFC and of a related person are taken
into account, to the extent that the related person is
conpensated on an arm s-length basis for the services of such
enpl oyees and such conpensation is includible in the rel ated
person's incone in such country for purposes of that
country's tax laws. For this purpose, a related person has

t he meani ng provided in section 954(d)(3), substituting " at
| east 80 percent'' for ~“nmore than 50 percent.'' In

determ ning whether a CFC i s engaged in the insurance

busi ness, for exanple, an entity that is not engaged in
regul ar and continuous transactions with persons that are not
rel ated persons (as described in the anti-abuse rules) is not
consi dered as engaged in the insurance busi ness.



Qual i fying i nsurance conpany branch--A qualifying insurance
conpany branch is a qualified business unit of a CFC that
meets two requirenments. A qualified business unit neans any
separate and clearly identified unit of a trade or business
of a taxpayer which maintains separate books and records
(within the meaning of sec. 989(a)). The first requirenent is
that the unit be licensed, authorized, or regulated by the
applicable insurance regulatory body for its hone country to
sel |l insurance, reinsurance or annuity contracts to persons
ot her than related persons (within the meaning of sec.
954(d)(3)) in that country. It is intended that the
applicabl e insurance regul atory body be the regul atory
body that has the authority to |license, authorize, or
regulate with respect to the insurance business in the
country where the branch is |located and a branch that is
regul ated by such a body be considered to be regulated in
the country where the branch is | ocated. The second
requirement is that the CFC (of which the branch is a
unit) be a qualifying insurance conpany, taking the unit
into account for purposes of the applicable tests (above)
as if it were a qualifying insurance conpany branch.

Additional requirenments in the case of cross border risks

The House bill inposes additional requirenents with respect
to any contract that covers cross border risks (that is,
ri sks other than applicable hone country risks), due to the
i ncreased concern about mobility of incone in cross border
busi ness. A contract issued by a qualifying insurance conpany
or qualifying insurance conpany branch that covers risks
ot her than applicable honme country risks is not treated as an
exenpt contract unless such conpany or branch, as the case
may be, (1) conducts substantial activity in its home country
with respect to the insurance business, and (2) performs in
its home country substantially all of the activities
necessary to give rise to the incone generated by the
contract.

Whet her a CFC or unit thereof is considered to performin
its home country substantial activities with respect to the
i nsurance business is determ ned under all the facts and
circunstances. It is intended that as part of this facts and
ci rcunstances analysis in determ ning whether the activities
conducted by the CFC or unit are substantial, all rel evant



factors are taken into account, including the overall size of
the CFC or unit, the amount of its revenues and expenses, the
number of its enployees, the ratio of its revenues per

enpl oyee, the amobunt of property it owns, and the nature,
size and relative significance of the applicable activities
conducted by the CFC or unit. Under the House bill, the
Treasury Secretary is granted the authority to carry out the
pur poses of these exceptions. It is intended that such
authority includes the authority to prescribe regul ations
relating to whether a CFC or unit is considered to conduct
substantial activity.

It also is intended that as part of this facts and
ci rcunstances analysis, a CFC or unit is required to conduct
substantially all of the activities necessary for the
generation of incone with respect to the insurance busi ness.
Such activities of an insurance business generally depend on
the line of business, and could include: designing or
tailoring insurance products to neet market or customer
requi rements; performng actuarial analysis with respect to
i nsurance products; determ ning investnment options for
separate account-type products; perform ng underwiting
functions with respect to insurance products; performnng
anal ysis for purposes of risk assessnent; perform ng anal ysis
for purposes of setting premumrates; perform ng analysis
for purposes of calculating reserves; performng clains
managenment and adj ustnment functions; devel opi ng marketing
strategi es, advertising and other public image activities;
maki ng (or arranging for) sales to custoners; maintaining
reserves and surplus (other than excess surplus); making (or
arrangi ng for) investnents; and collecting from custoners.

It further is intended that the performance of back-office
functions (including accounting for income or |oss,
recordkeepi ng, and routine comunicating with custoners) not
be taken into account in determ ning whether the substanti al
activity requirenent is satisfied. It also is intended that
the relevant activities of the business may be nodified by
Treasury regulation to take into account the actual operation
of lines of insurance business and future changes in the
operation of |ines of insurance business.

It further is intended that activities performed in the
CFC s or unit's hone country by enpl oyees of a rel ated person



(within the meani ng of sec. 954(d)(3), substituting " at

| east 80 percent'' for "~ “nore than 50 percent'') be taken
into account, to the extent that the related person is
conpensated on an arm s-length basis for the services of such
enpl oyees and such conpensation is includible in the rel ated
person's incone in that country for purposes of such
country's tax laws. It also is intended that the activities
of such a related person are not again taken into account in
det erm ni ng whet her another CFC or unit (e.g., the related
person) satisfies the substantial activity requirenent.

In addition, with respect to a contract issued by a
qual i fying i nsurance conpany or qualifying insurance conpany
branch that covers risks other than applicable hone country
ri sks, the qualifying insurance conmpany or qualifying
i nsurance conpany branch is required to performin its hone
country substantially all of the activities necessary to give
rise to the inconme generated by the contract.

For ei gn personal hol di ng conpany income with respect to

i nsurance

The House bill provides a tenporary exception fromforeign
per sonal hol di ng conmpany i nconme for certain investnent incone
derived by a qualifying insurance conpany and by certain
qual i fying i nsurance conpany branches.
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The exception applies to inconme (received froma person
other than a related person) frominvestnents nade by a
qual i fying insurance conpany or qualifying insurance conpany
branch of its reserves allocable to exenpt contracts or 80
percent of its unearned prem uns from exenpt contracts. For
this purpose, an exenpt contract has the neaning provided
under the House bill.

In the case of exenpt contracts that are property,
casualty, or health insurance contracts, unearned prem unms
and reserves nean unearned prem uns and reserves for |osses
i ncurred determ ned using the nethods and interest rates that
woul d be used if the qualifying insurance conpany or
qual i fying i nsurance conpany branch were subject to tax under
subchapter L of the Code, with certain nodifications. For
this purpose, unearned prem uns and | osses incurred are



determ ned in accordance with section 832(b) and 846 of the
Code (as well as any other rules applicable to a U S.
property and casualty insurance conpany with respect to such
anounts). However, in applying these rules, there is
substituted for the applicable Federal interest rate the
interest rate determ ned for the functional currency of the
conpany or branch and which (except as provided by the
Treasury Secretary) is calculated in the same manner as the
Federal md-termrate under section 1274(d). In addition,
there is substituted for the | oss paynment pattern under
section 846 the appropriate foreign | oss paynent pattern
determ ned by the Treasury Secretary for the Iine of
business. In the case of health insurance contracts, it is
i ntended that appropriate foreign nortality and norbidity
tabl es be used for this purpose. In the case of disability
contracts (other than credit disability) which are subject to
section 846(f)(6)(A), it is intended that nortality and
nmorbidity tables reasonably refl ect appropriate experience
and foreign nortality and norbidity factors.

In the case of an exenpt contract that is a life insurance
or annuity contract, reserves for such contracts are
determ ned as follows. The reserves equal the greater of: (1)
the net surrender value of the contract (as defined in
section 807(e)(1)(A)), including in the case of pension plan
contracts; or (2) the anpunt determ ned by applying the tax
reserve nethod that would apply if the qualifying insurance
conpany were subject to tax under Subchapter L of the Code,
with the follow ng nodifications. First, there is substituted
for the applicable Federal interest rate an interest rate
determ ned for the functional currency of the qualifying
i nsurance conpany's home country, calcul ated (except as
provi ded by the Treasury Secretary in order to address
insufficient data and simlar problens) in the sane manner as
the md-termapplicable Federal interest rate (" AFR ")
(wthin the nmeaning of section 1274(d)). Second, there is
substituted for the prevailing State assunmed rate the highest
assuned interest rate permtted to be used for purposes of
determ ning statement reserves in the foreign country for the
contract. Third, in lieu of U S nortality and norbidity
tables, there is applied nortality and norbidity tables that
reasonably reflect the current nortality and norbidity risks



in the foreign country. Fourth, the Treasury Secretary may
provide that the interest rate and nortality and norbidity
tabl es of a qualifying insurance conpany may be used for one
or nore of its branches when appropriate.

In no event nmay the reserve for any contract at any tine
exceed the foreign statenent reserve for the contract,
reduced by any catastrophe, equalization, or deficiency
reserve or any simlar reserve. In the case of a contract
that is a property, casualty, or health insurance contract,
it is intended that this limtation applies with respect to
unpaid | osses by Iine of business (simlar to sec.
846(a)(3)). These rules apply whether the contract is

regul ated as a property, casualty, health, life insurance,
annuity, or any other type of contract.
The House bill also provides an exception from foreign

personal hol di ng conmpany i ncome for incone frominvestnent of
assets equal to (1) one-third of prem uns earned during the

t axabl e year on exenpt contracts regulated in the country in
whi ch sold as property, casualty, or health insurance
contracts, and (2) 10 percent of reserves (determ ned for

pur poses of the provision) for contracts regulated in the
country in which sold as |ife insurance or annuity contracts.
In no event does the exception fromforeign personal hol ding
conpany inconme apply to investnent income with respect to
excess surpl us.

To prevent the shifting of relatively high-yielding assets
to generate investnment inconme that qualifies under this
tenporary exception, the House bill provides that, except as
provi ded by the Treasury Secretary, incone is allocated to
contracts as follows. In the case of a separate account-type
contract (including a variable contract not neeting the
requi rements of section 817), the incone credited under the
contract is allocable only to that contract. Income not so
al l ocated generally is allocated ratably anong all contracts
that are not separate account-type contracts, subject to the
anti -abuse rul es (described bel ow).

O her definitions and anti-abuse rules relating to

i nsurance

The House bill provides that the present-law statutory
definition of a life insurance contract (under secs. 7702 or
101(f)), as well as the distribution on death requirenment of



section 72(s) and the diversification requirenent of section
817(h), do not apply for purposes of determ ning reserves for
a life insurance or annuity contract under sections 953 and
954 of the Code, provided that neither the policyhol ders, the
i nsureds or annuitants, nor the beneficiaries with respect to
the contract are U. S. persons.

The House bill provides a rule coordinating the exception
to insurance income with the present-law special rule for
certain captive insurance conpanies (sec. 953(c)). Under the
coordination rule, the scope of the present-law rul e that
related party insurance inconme is treated as subpart F incone
is retained. The exception under the House bill fromthe
definition of insurance income does not include inconme
derived fromexenpt contracts that cover risks other than
applicable honme country risks, for purposes of the rul es of
section 953(c).

The anti-abuse rul es applicable under the subpart F
exceptions provided in section 954(h) (other than sec.
954(h)(7)(B)) (as added by the House bill) apply to these
exceptions for insurance. In addition, the House bil
provi des anti-abuse rul es applicable under the exceptions
from subpart F incone relating to insurance.

The House bill provides that there shall be disregarded any
itemof income, gain, loss, or deduction of, or derived from
an entity which is not engaged in regular and continuous
transactions with persons that are not related persons. This
rule is intended, for exanple, to address the use of fronting
conpanies or simlar entities (that are not engaged in
regul ar and continuous transactions with persons that are not
rel ated persons) to reinsure risks in a manner to cause a CFC
or branch to qualify as a qualifying insurance company or
qual i fying i nsurance conpany branch by meeting percentage
requirements with respect to honme country risks that it would
not ot herw se neet.

The House bill provides that there shall be disregarded any
change in the nmethod of conputing reserves or any other
transaction or transactions one of the principal purposes of
which is the acceleration or deferral of any itemin order to
claimthe benefits of these exceptions.

The House bill also provides that a contract is not treated



as an exenpt contract (as described above), if any

pol i cyhol der, insured or annuitant, or beneficiary is a
resident of the United States, the contract was marketed to
the U.S. resident, and was witten to cover a risk outside
the United States.

The House bill also provides that a contract is not treated
as an exenpt contract, if the contract covers risks |ocated
both within and outside the United States, and the qualifying
i nsurance conpany or branch does not maintain such records,
and file such reports, with respect to the contract as the
Treasury Secretary requires. It is intended that
docunentation that is contenporaneous with the issuance of
the contract be mmintained by the qualifying insurance
conpany or branch.

The House bill also provides that the Treasury Secretary
may prescribe rules for the allocation of contracts (and
i ncome fromcontracts) anmong two or nmore qualifying insurance
conpany branches of a qualifying insurance conpany in order
to clearly reflect the income of such branches.

The House bill also provides that prem uns froma contract
are treated as not covering hone country risks (and are
treated as covering risks other than home country risks) for
purposes of the tests for 30 percent and 50 percent,
respectively, of net witten premuns if the contract
reinsures a contract issued or reinsured by a related person
(within the meaning of sec. 954(d)(3)).

The House bill also provides that the Treasury Secretary
may prescribe regulations as may be necessary or appropriate
to carry out the purposes of the exceptions frominsurance
i ncomre and foreign personal hol ding conpany i ncome provided
under sections 953(e) and 954(i) (as added by the House

bill).

O her anti-abuse rules

The House bill generally includes the anti-abuse rul es of
the present-law provision, with certain further refinements.
Under the House bill, the anti-abuse rules provide that itens

wWith respect to a transaction or series of transactions are
di sregarded if one of the principal purposes of the
transaction or transactions is to qualify incone or gain for
t hese exceptions, including any transaction or a series of



transactions a principal purpose of which is the accel eration
or deferral of any itemin order to claimthe benefits of
these exceptions. In addition, the anti-abuse rul es provide
that itenms of an entity which is not engaged in regular and
continuous transactions wth custoners which are not rel ated
persons are di sregarded. Myreover, itens with respect to a
transaction or series of transactions are disregarded if one
of the principal purposes of the transaction or transactions
is to qualify incone or gain for these exceptions, including
utilizing or doing business with: (1) one or nore entities in
order to satisfy any hone country requirenent, or (2) a
speci al purpose entity or arrangenent, including a
securitization or financing arrangenment or any simlar entity
or arrangenment. Finally, the anti-abuse rules provide that a
rel ated person, officer, director, or enployee with respect
to any CFC (or BU) which otherw se would be treated as a
cust omer of such corporation or unit with respect to any
transaction is not treated as a custoner, if a principa

pur pose of such transaction is to satisfy any requirement for
t hese excepti ons.
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Sal e of assets of an active financing business

The House bill includes a nodification to address the
treatnment of sales of assets of an active financing business.
In general, foreign personal holding conpany incone includes
net gains fromthe sale or exchange of property that gives
rise to dividends, interest, royalties, rents, or annuities.
The House bill provides an exception fromthis rule for
i ncone that qualifies for the exception from subpart F for
i ncone derived in the active conduct of a banking, financing,
or simlar business. Under the House bill, foreign persona
hol di ng conpany i ncone does not include net gains fromthe
sal e or exchange of property that gives rise to dividends,
interest, royalties, rents, or annuities if such property
gives rise to incone not treated as foreign personal hol ding
conpany inconme for the taxable year by reason of the
exceptions under section 954(h) or (i) (as added by the House
bill) for income derived in the active conduct of a banking,
financing, or simlar business or in the conduct of an



i nsurance business. It is intended that this exception
applies only to the extent that, prior to its disposition,
the property was held to generate or generated i ncone which
qualifies for the exceptions under section 954(h) or (i) (and
such property was not so held for a principal purpose of
t aki ng advant age of such exception).

Exceptions from forei gn base conpany services incone

The present-|aw provision includes a correspondi ng
exception from foreign base conpany services inconme for
i ncome derived by a CFC fromthe performance of services that
are directly related to a transaction entered into by the CFC
that gives rise to income that is eligible for these
exceptions from subpart F. Under the House bill, foreign base
conpany services incone does not include incone that is not
treated as foreign personal hol ding conpany incone by reason
of the exceptions under section 954(h) or 954(i) or the
securities deal er exception under section 954(c)(2)(CO(ii),
or treated as exenpt insurance incone by reason of section
953(e) (as added by the House bill).

O her matters

Nothing in this provision is intended to alter the Treasury
Departnent's agreenent, as reflected in Notice 98-35, not to
finalize regulations regarding so-called hybrid entities
prior to January 1, 2000, in order to allow Congress the
opportunity to fully consider the tax policy issues involved.

Ef fective date

The provision applies only to taxable years of foreign
corporations beginning in 1999, and to taxable years of U S
sharehol ders with or within which such taxable years of
foreign corporations end.
Senat e Anendnent

No provision. However, S. 2622, as introduced by Senators
Rot h and Moyni han, contains a provision that extends for one
year the present-|aw tenmporary exceptions from foreign
personal hol di ng company i ncome and forei gn base conpany
services inconme for incone that is derived in the active
conduct of a banking, financing, insurance or simlar
busi ness.

Ef fective date.--The provision applies only to the first
full taxable year of a foreign corporation beginning in 1998
and to the taxabl e year of such corporation inmediately



follow ng such first full taxable year, and to taxable years
of U S. shareholders with or within which such taxable years
of such foreign corporation end. If a foreign corporation
does not have such a first full taxable year beginning in
1998, the provision applies only to the first taxable year of
the foreign corporation beginning in 1999, and to taxable
years of U.S. shareholders with or within which such taxable
year of such foreign corporation ends.
Conf erence Agreenent

The conference agreenment follows the House bill.

F. Disclosure of Return Information to Departnment of Education in
Connection with Income Contingent Loans

(sec. 106 of the house bill, sec. 107 of S. 2622, and sec. 6103(1)(13)
of the Code)

Present Law

Under section 6103(1)(13) of the Code, the Secretary of
Treasury was authorized to disclose to the Departnment of
Education certain return information with respect to any
t axpayer who has received an "~ applicable student loan.'' An
“Tapplicable student loan'' is any |oan made under (1) part D
of title IV of the Hi gher Education Act of 1965 or (2) parts
B or Eof title IV of the H gher Education Act of 1965 which
is in default and has been assigned to the Departnent of
Education, if the |loan repaynment anounts are based in whole
or in part on the taxpayer's inconme. The Secretary is
permitted to disclose only taxpayer identity information and
the adjusted gross incone of the taxpayer. The Departnent of
Education may use the information only to establish the
appropriate incone contingent repaynent anount for an
applicabl e student | oan.

The di scl osure authority under section 6103(1)(13)
term nated with respect to requests made after Septenber 30,
1998.
House Bil |

The House bill reinstates the disclosure authority under
section 6103(1)(13) with respect to requests nade after the
date of enactnent and before COctober 1, 2003.



Ef fective date.--The disclosure authority under section
6103(1)(13) applies to requests made after the date of
enact ment and before October 1, 2003.

Senat e Anendnent

No provision. However, S. 2622, as introduced by Senators
Rot h and Moyni han, contains a provision that is simlar to
t he provision contained in the House bill. S. 2622 reinstates
the disclosure authority under section 6103(1)(13) with
respect to requests nade after the date of enactnent and
before October 1, 2004.

Conf erence Agreenent
The conference agreenment follows the House bill.

Subtitle B--Trade Provi sions

A. Extension of the Generalized System of Preferences

(sec. 111 of the house bill and s. 2622)

Present Law

Title V of the Trade Act of 1974, as anended, grants
authority to the President to provide duty-free treatnent on
inports of certain articles from beneficiary devel opi ng
countries subject to certain conditions and limtations. To
qualify for GSP privil eges, each beneficiary country is
subject to various mandatory and discretionary eligibility
criteria. Inport sensitive products are ineligible for GSP
The GSP program which is designed to pronote devel opnent
through trade rather than traditional aid prograns, expired
after June 30, 1998.

House Bil |

The House bill reauthorizes the GSP programto term nate
after December 31, 1999. Refunds are authorized, upon request
of the inporter, for duties paid between July 1, 1998, and
the date of enactnment of the bill.

Ef fective date.--The House bill provision is effective for
duties paid on or after July 1, 1998, and before January 1,
2000.

Senat e Anendnent



No provision. However, a provision contained in S. 2622, as
i ntroduced by Senators Roth and Myni han, is the sane as the
House bill.
Conf erence Agreenent

The conference agreenent is the sanme as the House bill and
S. 2622, except that it reauthorizes the GSP program through
June 30, 1999.

Ef fective date.--The provision is effective for duties paid
on or after July 1, 1998, and before July 1, 1999.

B. Extension of the Trade Adjustnent Assistance Program

(sec. 112 of S. 2622)

Present Law

Title Il of the Trade Act of 1974, as anended, authorizes
three trade adjustnment assistance (TAA) prograns for the
pur pose of providing assistance to individual workers and
firms that are adversely affected by the reduction of
barriers to foreign trade. Those prograns include--

(1) The general TAA program for workers provides training
and i ncone support for workers adversely affected by inport
conpetition.

(2) The TAA programfor firnms provides technical assistance
to qualifying firns.

(3) The third program the North Anerican Free Trade
Agreenent (°  NAFTA ') programfor workers (established by the
North Anmerican Free Trade Agreenment |nplenentation Act of
1993) provides training and incone support for workers
adversely affected by trade with or production shifts to
Canada and/or Mexi co.

Al'l three TAA prograns expired on Septenber 30, 1998. The
TAA programfor firns is al so subject to annual
appropriations.

House Bil |

No provi sion.
Senat e Anendnent

No provision. However, a provision of S. 2622, as
i ntroduced by Senators Roth and Myni han, reauthorizes each
of the three TAA prograns through June 30, 1999.



Ef fective date.--The provision is effective on the date of
enact nent .
Conf erence Agreenent

The conference agreenent reauthorizes the three TAA
prograns through June 30, 1999.

Ef fective date.--The provision is effective on the date of
enact nent .

TITLE 11. OTHER PROVI SI ONS
Subtitle A--Provisions Relating to Individuals

A. Personal Credits Fully Allowed Against Regular Tax Liability During
1998

(sec. 204 of s. 2622 and sec. 26 of the code)

Present Law

Present | aw provides for certain nonrefundabl e personal tax
credits (i.e., the dependent care credit, the credit for the
el derly and disabled, the adoption credit, the child tax
credit, the credit for interest on certain hone nortgages,

t he HOPE Schol arship and Lifetine Learning credits, and the
D.C. honebuyer's credit). Generally, these credits are
allowed only to the extent that the individual's regular
inconme tax liability exceeds the individual's tentative

mni mumtax (determ ned without regard to the AMI foreign tax
credit).

The tentative minimumtax is an anount equal to (1) 26
percent of the first $175,000 ($87,500 in the case of a
married individual filing a separate return) of alternative
m ni mum t axabl e income (" AMII'') in excess of a phased-out
exenpti on anpunt and (2) 28 percent of the renmaining AMII.
The maxi mumtax rates on net capital gain used in computing
the tentative mninumtax are the sanme
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as under the regular tax. AMIl is the individual's taxable
i ncone adjusted to take account of specified preferences and



adj ustnents. The exenption amounts are: (1) $45,000 in the
case of married individuals filing a joint return and

survi ving spouses; (2) $33,750 in the case of other unmarried
i ndi viduals; and (3) $22,500 in the case of married
individuals filing a separate return, estates and trusts. The
exenpti on anpbunts are phased out by an anpbunt equal to 25
percent of the anmount by which the individual's AMIl exceeds
(1) $150,000 in the case of married individuals filing a
joint return and surviving spouses, (2) $112,500 in the case
of other unmarried individuals, and (3) $75,000 in the case
of married individuals filing separate returns or an estate
or a trust. These anounts are not indexed for inflation.

For famlies with three or nore qualifying children, an
additional child credit is provided which nay offset the
liability for social security taxes to the extent that tax
liability exceeds the ampunt of the earned incone credit. The
additional child credit is reduced by the amount of the
individual's mnimumtax liability (i.e., the anpunt by which
the tentative m nimumtax exceeds the regular tax liability).
House Bil |

No provi sion.

Senat e Anendnent

No provision. However, S. 2622, as introduced by Senators
Rot h and Moyni han, contains a provision that allows the
nonr ef undabl e personal credits to offset the individual's
regular tax in full for taxable years beginning in 1998 (as
opposed to only the anmpbunt by which the regular tax exceeds
the tentative m nimumtax, as under present |aw).

In addition, the provision of present |aw that reduces the
addi tional child credit by the amobunt of an individual's AMI
does not apply for taxable years beginning in 1998.

Ef fective date.--The provisions apply to taxable years
begi nning in 1998.

Conf erence Agreenent

The conference agreenent contains the provisions in S.

2622.

B. Increase Deduction for Health Insurance Expenses of Self-Enpl oyed
I ndi vi dual s



(sec. 203 of the House bill, sec. 201 of S. 2622, and sec. 162(1)(1) of
t he Code)

Present | aw

Under present |aw, self-enployed individuals are entitled
to deduct a portion of the anount paid for health insurance
for the self-enployed individual and the individual's spouse
and dependents. The deduction for health insurance expenses
of self-enployed individuals is not avail able for any nonth
in which the taxpayer is eligible to participate in a
subsi di zed heal th plan mai ntai ned by the enpl oyer of the
t axpayer or the taxpayer's spouse. The deduction is available
in the case of self insurance as well| as conmerci al
i nsurance. The self-insured plan nust in fact be insurance
(e.g., there nust be appropriate risk shifting) and not
merely a rei nbursenent arrangenent.

The portion of health insurance expenses of self-enployed
i ndi viduals that is deductible is 45 percent for taxable
years beginning in 1998 and 1999, 50 percent for taxable
years begi nning in 2000 and 2001, 60 percent for taxable
years beginning in 2002, 80 percent for taxable years
begi nning in 2003, 2004, and 2005, 90 percent for taxable
years beginning in 2006, and 100 percent for taxable years
begi nning in 2007 and thereafter.

Under present |aw, enployees can exclude fromincome 100
percent of enpl oyer-provided health insurance.
House bi |

The House bill increases the deduction for health insurance
expenses of self-enployed individuals to 100 percent for
t axabl e years beginning in 2003 and | ater.

Ef fective date.--The House bill provision is effective for
t axabl e years begi nning after Decenber 31, 2002.
Senat e anendnent

No provision. However, S. 2622, as introduced by Senators
Rot h and Moyni han, increases the deduction for health
i nsurance of self-enmployed individuals to 70 percent for
t axabl e years beginning in 2001 and to 100 percent for
t axabl e years beginning in 2002 and thereafter.

Ef fective date.--The provision in S. 2622 is effective for
t axabl e years begi nning after Decenber 31, 2000.
Conf erence agr eenent



The conference agreenent increases the deduction for health
i nsurance expenses of self-enployed individuals to 60 percent
for taxabl e years beginning in 1999 through 2001, to 70
percent for taxable years beginning in 2002, and to 100
percent for taxable years beginning in 2003 and thereafter.

Ef fective date.--The provision is effective for taxable
years begi nning after Decenber 31, 1998.

C. Modification of Individual Estimted Tax Safe Harbors

(sec. 205 of the House bill and sec. 6654 of the Code)

Present | aw

Under present |aw, an individual taxpayer generally is
subject to an addition to tax for any underpaynent of
estimted tax. An individual generally does not have an
under paynent of estimated tax if he or she makes tinely
estimted tax paynents at |east equal to: (1) 100 percent of
the tax shown on the return of the individual for the
precedi ng year (the "~ 100 percent of last year's liability
safe harbor'') or (2) 90 percent of the tax shown on the
return for the current year. The 100 percent of last year's
liability safe harbor is generally nodified to be a 110
percent of last year's liability safe harbor for any
i ndi vidual with an A of nore than $150, 000 as shown on the
return for the preceding taxable year, except that it is 105
percent of last year's liability for taxable years begi nning
in 1999, 2000, and 2001, and 112 percent of last year's
liability for taxable years beginning in 2002. If a married
i ndividual files a separate return for the year for which an
estimated tax installnent paynent was due, the $150, 000
anmpbunt becones $75, 000.
House bi |

For taxabl e years beginning in 2000 and 2001, the 105
percent of last year's liability safe harbor for any
i ndi vidual with an A of nore than $150, 000 as shown on the
return for the preceding taxable year is nodified to be a 106
percent of last year's liability safe harbor.

Ef fective date.--The provision is effective for taxable
years beginning in 2000 and 2001.



Senat e anendnent
No provi sion.
Conf erence agr eenent
The conference agreenment follows the House bill.

Subtitle B--Provisions Relating to Farners

A. Permanent Extension of |Inconme Averaging for Farmers

(sec. 103 of the House bill, sec. 203 of S. 2622, and sec. 1301 of the
Code)

Present | aw

An individual engaged in a farm ng business may elect to
conmpute his or her current year tax liability by averaging,
over the prior three-year period, all or a portion of the
taxabl e inconme that is attributable to the farm ng busi ness.

In general, an individual who nmakes the election (1)
designates all or a portion of his or her taxable incone
attributable to any farm ng business fromthe current year as
““elected farmincone;'" \7\ (2) allocates one-third of the
el ected farmincome to each of the three prior taxable years;
and (3) determ nes the current year section 1 tax liability
by conmbining (a) his or her current year section 1 tax
liability excluding the elected farminconme allocated to the
three prior taxable years, plus (b) the increases in the
section 1 tax liability for each of the three prior taxable
years caused by including one-third of the elected farm
i ncome in each such year. Any allocation of elected farm
i ncome pursuant to the election applies for purposes of any
el ection in a subsequent taxable year.

\'7\" The anount of elected farmincone of a taxpayer for a
t axabl e year may not exceed the taxable inconme attributable
to any farm ng business for the year.

The provision does not apply for enploynent tax purposes,
or to an estate or a trust. The provision also does not apply
for purposes of the alternative mninumtax. The provision is
effective for taxable years beginning after Decenber 31,



1997, and before January 1, 2001.
House bi |

The provision permanently extends the income averaging
provision for farmers.

Ef fective date.-The provision is effective for taxable
years begi nning after Decenber 31, 2000.
Senat e anendnent

No provision. However, S. 2622, as introduced by Senators
Rot h and Moyni han, contains a provision that is the sane as
the provision contained in the House bill.
Conf erence agr eenent

The conference agreenment follows the House bill.

B. Farm Production Flexibility Contract Payments

(sec. 202 of the house bill and s. 2622)

Present | aw

A taxpayer generally is required to include an itemin
inconme no later than the tinme of its actual or constructive
recei pt, unless such anount properly is accounted for in a
different period under the taxpayer's nethod of accounting.
If a taxpayer has an unrestricted right to demand the paynent
of an anmount, the taxpayer is in constructive receipt of that
anount whether or not the taxpayer nmkes the demand and
actual ly receives the paynent.

The Federal Agriculture Inmprovenent and Reform Act of 1996
(the ""FAIR Act'') provides for production flexibility
contracts between certain eligible owers and producers and
the Secretary of Agriculture. These contracts generally cover
crop years from 1996 through 2002. Annual paynents are nade
under such contracts at specific tinmes during the Federa
governnent's fiscal year. Section 112(d)(2) of the FAIR Act
provi des that one-half of each annual paynment is to be made
on either Decenber 15 or January 15 of the fiscal year, at
the option of the recipient.\8\ This option to receive the
paynment on Decenber 15 potentially results in the
constructive receipt (and thus potential inclusion in incone)
of one-half of the annual paynent at that tinme, even if the
option to receive the anbunt on January 15 is el ected.



\8\ This rule applies to fiscal years after 1996. For fisca
year 1996, this paynent was to be nade not l[ater than 30 days
after the production flexibility contract was entered into.

The remai ning one-half of the annual paynment nust be nade
no |ater than Septenber
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30 of the fiscal year. The Energency Farm Financial Relief
Act of 1998 added section 112(d)(3) to the FAIR Act which
provides that all paynments for fiscal year 1999 are to be
paid at such tinme or tinmes during fiscal year 1999 as the
reci pi ent may specify. Thus, the one-half of the annua
anount that would otherwi se be required to be paid no later
t han Sept enmber 30, 1999, can be specified for paynment in
cal endar year 1998. This potentially results in the
constructive receipt (and thus required inclusion in taxable
i ncone) of such ampunts in cal endar year 1998, whether or not
the amounts actually are received or the right to their
receipt is fixed.
House bi |

The time a production flexibility contract paynent under
the FAIR Act properly is includible in inconme would be
determ ned without regard to the options granted by section
112(d)(2) (allow ng recei pt of one-half of the annual paynent
on either Decenber 15 or January 15 of the fiscal year) or
section 112(d)(3) (allow ng the accel eration of all paynents
for fiscal year 1999) of that Act.

Ef fective date.--The provision is effective for production
flexibility contract paynents made under the FAIR Act in
t axabl e years ending after Decenber 31, 1995.
Senat e anendnent

No provision. However, S. 2622, as introduced by Senators
Rot h and Moyni han, contains a provision that is the sane as
the provision contained in the House bill.
Conf erence agr eenent

The conference agreenment follows the House bill.

C. Extend the Net Operating Loss Carryback Period for Farners



(sec. 212 of h.r. 4579 and sec. 172 of the code)

Present | aw

A net operating loss (" "NOL"') is, generally, the amount by
whi ch busi ness deductions of a taxpayer exceed business gross
i ncome. An NOL nmay be carried back two years and carried
forward 20 years to offset taxable inconme in such years. A
t axpayer may el ect to forgo the carryback of an NOL. In the
case of an NOL (1) arising fromcasualty or theft |osses of
i ndi vi dual taxpayers, or (2) attributable to Presidentially
decl ared di sasters for taxpayers engaged in a farmng
busi ness or a small business, the NOL can be carried back
three years. A farm ng business includes the trade or
busi ness of farmng, as well as the trade or business of
operating a nursery or sod farm or the raising or harvesting
of certain trees.\9\ Special rules apply to real estate
i nvestment trusts (no carrybacks), specified liability |osses
(10-year carryback), and excess interest |osses (no
carrybacks).
\9\ For this purpose, the term “farm ng business'' is
defined as in sec. 263A(e)(4).

A carry back of an NOL will result in the refund of Federa
i ncome tax for the carryback year. A carry forward of an NCL
wi |l reduce Federal incone tax for the carryforward year
House bi |

No provision. However, H R 4579, as passed by the House of
Representatives, contains a provision that provides a speci al
five-year carryback period for a farm ng | oss, regardl ess of
whet her the loss was incurred in a Presidentially decl ared
di saster area. The carryforward period remains at 20 years. A
““farming loss'' is defined as the anpunt of any net
operating loss attributable to the i ncome and deducti ons of a
farm ng business (as defined in section 263A(e)(4)). A
farm ng | oss cannot exceed the taxpayer's NOL for the taxable
year. In calculating the ambunt of a taxpayer's NOL
carrybacks, the portion of the NOL that is attributable to a
farmng loss is treated as a separate NOL and is taken into



account after the remaining portion of the NOL for the
t axabl e year

A taxpayer can elect to forgo the five-year carryback
period for a farmng |loss. The election to forgo the five-
year carryback period is made in the manner prescribed by the
Secretary of the Treasury and nust be made by the due date of
the return (including extensions) for the year of the |oss.
The election is irrevocable. |If a taxpayer elects to forgo
the five-year carryback period, then the farm ng | osses are
subject to the rules that otherw se woul d have applied under
section 172 absent the five-year rule. The three-year
carryback period continues to apply to an NOL incurred in a
Presidentially declared disaster area if such NOL is not
eligible for the five-year carryback peri od.

Ef fective date.--The provision is effective for NOLs
arising in taxabl e years begi nning after Decenber 31, 1997.
Senat e anendnent

No provi sion.

Conf erence agr eenent

The conference agreenent follows the provision in HR

4579.

SUBTI TLE C--M SCELLANEQUS PROVI SI ONS

Increase State Volunme Limts on Private Activity Tax- Exenpt Bonds

(sec. 204 of the house bill and sec. 146 of the code)

Present Law

Interest on bonds issued by States and | ocal governnents is
excluded fromincone if the proceeds of the bonds are used to
finance activities conducted and paid for by the governnent al
units (Code sec. 103). Interest on bonds issued by these
governnental units to finance activities carried out and paid
for by private persons (" private activity bonds'') is
taxabl e unless the activities are specified in the Internal
Revenue Code. Private activity bonds on which interest may be
t ax- exenpt include bonds for privately operated
transportation facilities (e.g., airports, docks and wharves,
mass transit, and high speed rail facilities), privately



owned and/ or
solid waste disposa
facilities),

provi ded muni ci pal

services (e.g., water, sewer

, and certain electric and heating

soci al

areas), and certain
housi ng,

exenpt

Code sec. 501(c)(3)).

The vol unme of tax-

and | ocal
each cal endar year
The current annua
resi dent
limts do not
airports,
but

exenpt

private activity tax-exenpt

and certain ~new'
bonds) .
House Bil |

The House bi |

econom ¢ devel opnent
facilities and redevel opnent

smal | manufacturing

(e.g.,

in econonmically depressed

prograns (e.g.,
qgual i fied nortgage bonds,

private activity bonds that
governnents may issue for
islimted by State-wi de volunme limts.
volume Iimt for any State is $50 per

of the State or $150 million if greater.
apply to private activity bonds to finance
docks and wharves,

| ow-i nconme rental

student | oan bonds, and

activities of charitabl e organizations described in

St at es

nost of these purposes in

The vol une

certain governnmental ly owned,

privately operated solid waste di sposa
certain high speed rail facilities,
bonds t hat
limts on their volune (qualified veterans

enpower nent

i ncreases the present-Ilaw annua
private activity bond volune limts to $75 per resident

facilities,

and to certain types of
are subject to other
nor t gage bonds
zone and enterprise comunity

State
of

each State or $225 million (if greater) beginning in cal endar

year 2007. The increase is phased-in as foll ows,

cal endar year 2003:

Volume limt:
$55 per resident
$60 per resident
$65 per resident
$70 per resident

($165
($180
($195
($210

mllion
mllion
mllion
mllion

i f
i f
i f
i f

begi nning in

Cal endar year

greater)........ ... .. .. .. 2003
greater)........ ... .. .. .. 2004
greater)........ ... .. .. .. 2005
greater)........ ... .. .. .. 2006

Ef fective date.--The provision is effective beginning in

cal endar year 2003.
Senat e Anendnent

No provi sion.
Conf erence Agreenent

The conference agreenment follows the House bill.



B. Conprehensive Study of Recovery Periods and Depreciation Methods
Under Section 168

(sec. 201 of the house bill)

Present Law

A taxpayer is allowed to deduct a reasonabl e all owance for
t he exhaustion, wear and tear, and obsol escence of property
that is used in a trade or business or is held for the
producti on of inconme. For nost tangible personal and real
property placed in service after 1986, the amount of the
deducti bl e all owance is determ ned under section 168 using
the applicable recovery period, the applicable depreciation
met hod, and the applicable convention specified in section
168.

For sonme types of assets, the applicable recovery period of
an asset is provided in section 168. In other cases, the
recovery period of an asset is determ ned by reference to its
class life. The class life of an asset mamy be provi ded by
section 168, or nay be determned with regard to the |ist of
class lives provided by the Treasury that was in effect on
January 1, 1986. The Treasury Departnent is required to
moni tor and anal yze actual experience with respect to al
depreci abl e assets.

The applicabl e depreciation nethod deternm nes the rate at
whi ch the cost of the property is recovered. In general, the
applicabl e depreciation nmethod specified in section 168
varies with the recovery period of the property. For property
with a recovery period of 10 years or less, the applicable
method is the 200 percent declining balance nethod, sw tching
to straight-line in the first year in which that method
yields a larger allowance. The 150 percent declining bal ance,
(switching to straight-line) is the applicable nethod for
property with a recovery period of 15 or 20 years, as well as
for all property used in the trade or business of farm ng
The straight-line method nmust be used for property with a
| onger recovery period, as well as for certain specified
types of property.

The applicabl e convention determ nes the point of tine
during the year that the property is considered placed in



service. Applicable conventions specified in section 168
i ncl ude the md-year, the md-quarter and the m d-nonth
conventi ons.
House Bil |

The Secretary of the Treasury (or his delegate) is directed
to conduct a conprehensive study of the recovery periods and
depreci ati on net hods under section 168 of the Code, and to
provi de recommendati ons for determ ning such periods and
methods in a nore rational manner. The Secretary of the
Treasury (or his delegate) is directed to submt the results
of the study and recomrendati ons to the House Ways and Means
and Senate Finance Conmittees by March 31, 2000.
Senat e Anendnent

No provi sion.
Conf erence Agreenent

The conference agreenment follows the House bill.
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C. State Election to Exenpt Student Enpl oyees From Social Security

(sec. 206 of the house bill)

Present | aw

The Soci al Security Amendnments of 1972 provided an
opportunity for States to obtain exenptions from Soci al
Security coverage for student enployees of public schools,
col l eges, and universities. States choosing to opt out had to
do so prior to January 1, 1974. Most States did. Student
enpl oyees in these States do not have to pay FICA taxes on
their wages, allowing themto keep nore of their earnings.
House bi |

The House bill allows a limted wi ndow of tinme (January 1
t hrough March 31, 1999) for States to nodify existing State
agreenments to exenpt students (including graduate assistants)
from Soci al Security coverage who are enployed by a public
school, university, or college in a nonexenpted State.

Ef fective date.--The provision permtting States to nodify
exi sting agreenent is effective with respect to services



performed after June 30, 2000.
Senat e anendnent
No provi sion.
Conf erence agr eenent
The conference agreenment follows the House bill.

TITLE 111.--REVENUE OFFSET PROVI SI ONS

A. Treatnment of Certain Deductible Liquidating Distributions of
Regul at ed I nvest ment Conpani es and Real Estate |Investnment Trusts

(sec. 301 of the house bill, sec. 301 of s. 2622, and secs. 332 and 334
of the code)

Present | aw

Regul ated i nvestment conpanies (T RICs'') and real estate
investnent trusts (T REITs'') are allowed a deduction for
di vidends paid to their sharehol ders. The deduction for
di vi dends paid includes anobunts distributed in |iquidation
whi ch are properly chargeable to earnings and profits, as
well as, in the case of a conplete |iquidation occurring
within 24 nonths after the adoption of a plan of conplete
i quidation, any distribution nade pursuant to such plan to
the extent of earnings and profits. Rules that govern the
recei pt of dividends from Rl Cs and REITs general |y provide
for including the anbunt of the dividend in the income of the
shar ehol der receiving the dividend that was deducted by the
RIC or REIT. Cenerally, any shareholder realizing gain froma
liquidating distribution of a RIC or REIT includes the anpunt
of gain in the shareholder's incone. However, in the case of
a liquidating distribution to a corporation owni ng 80-percent
of the stock of the distributing corporation, a separate rule
general ly provides that the distribution is tax-free to the
parent corporation. The parent corporation succeeds to the
tax attributes, including the adjusted basis of assets, of
the distributing corporation. Under these rules, a
liquidating RIC or REIT m ght be allowed a deduction for
anounts paid to its parent corporation, wthout a
corresponding inclusion in the incone of the parent
corporation, resulting in incone being subject to no tax.



A RICor REIT may designate a portion of a dividend as a
capital gain dividend to the extent the RIC or REIT itself
has a net capital gain, and a RIC may designate a portion of
the dividend paid to a corporate sharehol der as eligible for
t he 70-percent dividends-received deduction to the extent the
RIC itself received dividends fromother corporations. If
certain conditions are satisfied, a RIC also is permtted to
pass through to its sharehol ders the tax-exenpt character of
the RIC s net income fromtax-exenpt obligations through the
payment of "~ “exenpt interest dividends,'' though no deduction
is allowed for such dividends.

House bi |

Any anount which a liquidating RIC or REIT may take as a
deduction for dividends paid with respect to an ot herw se
tax-free liquidating distribution to an 80-percent corporate
owner is includible in the income of the recipient
corporation. The includible amount is treated as a divi dend
received fromthe RIC or REIT. The liquidating corporation
may designate the amount distributed as a capital gain
dividend or, in the case of a RIC, a dividend eligible for
the 70-percent dividends received deduction or an exenpt
interest dividend, to the extent provided by the RIC or REIT
provi si ons of the Code.

The provision does not otherw se change the tax treatnent
of the distribution to the parent corporation or to the RIC
or REIT. Thus, for example, the liquidating corporation wll
not recognize gain (if any) on the liquidating distribution
and the recipient corporation will hold the assets at a
carryover basis, even where the anpunt received is treated as
a di vi dend.

Ef fective date.--The provision is effective for
distributions on or after My 22, 1998, regardl ess of when
the plan of liquidation was adopted. No inference is intended
regarding the treatnment of such transacti ons under present
I aw.

Senat e anendnent

No provision. However, S. 2622, as introduced by Senators
Rot h and Moyni han, contains a provision that is the sane as
the provision contained in the House bill.

Conf erence agreenent
The conference agreenment follows the House bill.



B. Add Vacci nes Agai nst Rotavirus Gastroenteritis to the List of
Taxabl e Vacci nes

(sec. 302 of the house bill, sec. 4 of s. 2616, and sec. 4132 of the
code)

Present | aw

A manufacturer's excise tax is inposed at the rate of 75
cents per dose on the follow ng vaccines routinely
recommended for adm nistration to children: diphtheria,
pertussis, tetanus, neasles, munps, rubella, polio, HB
(haenophi lus influenza type B), hepatitis B, and varicella
(chi cken pox). Amounts equal to net revenues fromthis excise
tax are deposited in the Vaccine Injury Conmpensation Trust
Fund.
House bi |

The House bill adds any vacci ne agai nst rotavirus
gastroenteritis to the list of taxable vaccines.

Ef fective date.--The provision is effective for vaccines
sold by a manufacturer or inporter after the date of
enact nent .
Senat e anendnent

No provision. However, S. 2616 (the Medicare Honme Heal th
Fair Paynment Act), as introduced by Senators Roth and
Moyni han, contains a provision that is the same as the
provi sion contained in the House bill
Conf erence agr eenent

The conference agreenment follows the House bill.

C. Carify and Expand Mat hemati cal Error Procedures
(sec. 303 of the House bill, sec. 3 of S. 2616, and sec. 6213 of the
Code)
Present | aw

Taxpayer identification numbers (" TINs'")
The I RS may deny a personal exenption for a taxpayer, the



taxpayer's spouse or the taxpayer's dependents if the
taxpayer fails to provide a correct TIN for each person for
whom t he taxpayer clains an exenption. This TIN requirenent
also indirectly effects other tax benefits currently
conditioned on a taxpayer being able to claima persona
exenption for a dependent (e.g., head-of-household filing
status and the dependent care credit). O her tax benefits,
i ncl uding the adoption credit, the child tax credit, the Hope
Schol arship credit and Lifetinme Learning credit, and the
earned incone credit also have TIN requirenments. For nost
i ndividuals, their TINis their Social Security Nunmber
(""SSN '). The mathematical and clerical error procedure
currently applies to the om ssion of a correct TIN for
pur poses of personal exenptions and all of the credits listed
above except for the adoption credit.

Mat hematical or clerical errors

The IRS may sunmarily assess additional tax due as a result
of a mathematical or clerical error w thout sending the
taxpayer a notice of deficiency and giving the taxpayer an
opportunity to petition the Tax Court. Were the I RS uses the
summary assessnent procedure for mathematical or clerica
errors, the taxpayer nust be given an explanation of the
asserted error and a period of 60 days to request that the
I RS abate its assessnent. The IRS may not proceed to coll ect
t he amount of the assessnent until the taxpayer has agreed to
it or has all owed the 60-day period for objecting to expire.
If the taxpayer files a request for abatenent of the
assessnent specified in the notice, the IRS nmust abate the
assessnent. Any reassessnent of the abated amount is subject
to the ordinary deficiency procedures. The request for
abat ement of the assessnent is the only procedure a taxpayer
may use prior to paying the assessed amount in order to
contest an assessment arising out of a mathematical or
clerical error. Once the assessnent is satisfied, however,
the taxpayer may file a claimfor refund if he or she
bel i eves the assessnent was nmade in error.
House bi |

The House bill provides in the application of the
mat hemati cal and clerical error procedure that a correct TIN
is a TIN that was assigned by the Social Security
Adm nistration (or in certain limted cases, the IRS) to the



i ndi vidual identified on the return. For this purpose, the
IRS is authorized to determ ne that the individual identified
on the tax return corresponds in every aspect (including,
name, age, date of birth, and SSN) to the individual to whom
the TINis issued. The IRS also is authorized to use the
mat hemati cal and clerical error procedure to deny eligibility
for the dependent care tax credit, the child tax credit, and
the earned inconme credit even though a correct TIN has been
supplied if the IRS determ nes that the statutory age
restrictions for eligibility for any of the respective
credits is not satisfied (e.g., the TIN issued for the child
claimed as the basis of the child tax credit identifies the
child as over the age of 17 at the end of the taxable year).

Ef fective date.--The provision is effective for taxable
years ending after the date of enactnent.
Senat e anendnent

No provision. However, S. 2616 (the Medicare Honme Heal th
Fair Paynment Act), as introduced by Senators Roth and
Moyni han, contains a provision that is the same as the
provi sion contained in the House bill
Conf erence agr eenent

The conference agreenment follows the House bill.
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D. Restrict 10-Year Net Operating Loss Carryback Rules for Specified

(sec.

Liability Losses

304 of the House bill, sec. 5 of S. 2616, and sec. 172(f) of the
Code)

Present | aw

Under present law, that portion of a net operating | oss
that qualifies as a "~ "specified liability loss'' nmay be
carried back 10 years rather than being linmted to the
general two-year carryback period. A specified liability |oss
i ncl udes anobunts all owabl e as a deduction with respect to
product liability, and also certain liabilities that arise
under Federal or State |law or out of any tort of the
taxpayer. In the case of a liability arising out of a Federal



or State law, the act (or failure to act) giving rise to the
liability must occur at |east 3 years before the begi nning of
the taxable year. In the case of a liability arising out of a
tort, the liability must arise out of a series of actions (or
failures to act) over an extended period of tine a
substantial portion of which occurred at |east three years
before the begi nning of the taxable year. A specified
liability | oss cannot exceed the ambunt of the net operating
loss, and is only available to taxpayers that used an accrual
met hod of accounting throughout the period that the acts (or
failures to act) occurred.

House bi |

Under the provision, specified liability | osses are limted
to product liability | osses and anounts al |l owabl e as a
deduction (other than a deduction under sec. 468(a)(1l) or
sec. 468A(a)) that are in satisfaction of a liability under a
Federal or State law requiring the reclamation of |and,
deconmi ssi oni ng of a nuclear power plant (or any unit
thereof), dismantlenent of a drilling platform renediation
of environmental contam nation, or a paynent under any
wor kers conpensation act (within the neaning of sec.
461(h)(2)(Q(i)), if the act (or failure to act) giving rise
to such liability occurs at least 3 years before the
begi nning of the taxable year. As under present |aw, the
specified liability loss (as redefined) cannot exceed the
anount of the net operating loss and is only available to
t axpayers that used an accrual nethod of accounting
t hroughout the period that the act (or failure to act) giving
rise tothe liability occurred. No inference regarding the
interpretation of the specified liability |oss carryback
rul es under present law is intended.

Ef fective date.--The provision is effective for net
operating | osses arising in taxable years ending after the
date of enactnent.

Senat e anendnent

No provision. However, S. 2616 (the Medicare Honme Heal th
Fair Paynment Act), as introduced by Senators Roth and
Moyni han, contains a provision that is the same as the
provi sion contained in the House bill
Conf erence agr eenent

The conference agreenment follows the House bill.



TITLE 1'V. TECHNI CAL CORRECTI ONS PROVI SI ONS

House bi |

The House bill contains technical, clerical, and conformn ng
amendnents to the Internal Revenue Service Restructuring and
Ref orm Act of 1998, the Taxpayer Relief Act of 1997, and
ot her tax | egislation.
Senat e anendnent

No provision. However, S. 2622, as introduced by Senators
Rot h and Moyni han, contains the sane provisions as the House
bill. In addition, S. 2622 also includes a perfecting
anmendnent related to voluntary incone tax w thholding from
Soci al Security benefits.
Conf erence agr eenent

The conference agreenment generally follows the House bil
and S. 2622. The conference agreenent includes the provision
related to voluntary inconme tax w thhol ding from Soci al
Security benefits included in S. 2622.

Subtitle VI--Mdicare-Rel ated Provi si ons

Subtitle A--Hone Heal th

Sec. 6101.--Increase in per beneficiary limts and per visit limts for
paynment for home health services

Present | aw

Section 4602 of the Bal anced Budget Act established interim
paynents for Medicare home health care agencies until the
i npl enmentati on of a new prospective paynent system on Cct ober
1, 1999. Also scheduled to go into effect on Cctober 1, 1999,
is an across-the-board reduction in paynents to hone health
agenci es. Under the interim paynent system (IPS), agencies
are currently paid the | esser of either their actual costs, a
per visit limt, or an annual per beneficiary limt. The
first limt--the per visit limt--is based on the m x of
visits an agency provided to Medicare patients during the
year. The per visit limts are based on 105 percent of the
wage adj usted nedi an cost for each of the six categories of



service. The second limt--the per beneficiary limt--is
based 75 percent on an agency's historical cost per
beneficiary and 25 percent on the average per beneficiary
hi storical costs for the region in which the agency is
| ocated (mnus 2 percent), and is adjusted by the hone health
mar ket basket. Agencies whose first full year cost report
began after October 1, 1993 receive the national nedian of
the per beneficiary limts.
House bi |

H R 4567, the "~ Medicare Honme Health Care and Veterans
Health Care I nprovenent Act,'' as passed by the House of
Representatives on October 12, 1998, nmakes changes to the
paynment system for Medicare's hone health care benefit as
defined in the Bal anced Budget Act of 1997 (P.L. 105-33).
Under the bill, the per beneficiary Iimt is increased for
ol der agenci es below the national nedian. In addition, the
bill increases paynents to new agenci es and establishes
paynents for agencies that woul d receive Medicare paynents
until inplenmentation of the new prospective system The bil
excludes these costs fromthe cal cul ati on of the beneficiary
nmonthly premium The bill requires the Secretary of Health
and Human Services to report back to Congress with
alternatives to the 15 percent across-the-board reduction in
paynents that is scheduled for Cctober 1, 1999. In addition,
several reports on the prospective paynent system summari zi ng
research conducted by the Secretary of Health and Human
Services are to be submtted to the Congress so that
i npl enmentati on of the new paynment systemis not further
del ayed. The policies contained in the bill were carefully
designed to neet adm nistrative restrictions relating to the
Year 2000.

Ef fective date.--The provision is effective upon enactnent.
Senat e anendnent

S. 2616, the "~ Medicare Home Health Fair Payment Act of
1998,'' as introduced in the Senate, nakes changes to the
paynment system for Medicare's hone health care benefit as
defined in the Bal anced Budget Act of 1997 (P.L. 105-33).
Under the bill, the transition period for paynment changes to
t he prospective paynment system (PPS) is |engthened by
providing all agencies a longer transition period in which to
adj ust to changed paynent limts. Both the 15 percent across-



t he-board reduction and the PPS are del ayed for 12 nonths. A
budget - neutral bl end establishes greater equity anong
agenci es by increasing the per beneficiary limts for |ow
cost agenci es and reduci ng the high cost per beneficiary
limts. In the legislation, greater fairness is achieved by
elimnating the 2% di scount applicable to new agencies, and
raising the per visit limts for all agencies from 105%to
110% of the national nedian. No distinction in paynment limt
is made for "~ brand new ' agencies.

In order to offset the cost of the payment changes, the
home health care annual market basket (MB) is reduced in the
followi ng manner: for fiscal year 2000 it is MB minus 0.5
percentage point; for FY 2001 it is MB mnus 0.5 percentage
point; for FY 2002 and FY 2003 it is full MB;, and in FY 2004
it is MB plus 1.0 percentage point.

Ef fective date.--The provision is effective upon enactnent.
Division J

Di vision J includes a provision that nmakes changes to the
paynment system for Medicare's hone health care benefit as
defined in the Bal anced Budget Act of 1997 (P.L. 105-33). The
provi sion delays the inplenentation of the prospective
paynment systemuntil Cctober 1, 2000 and del ays an acr oss-

t he-board 15 percent reduction in paynments to hone health
agencies until that date. The provision would also allow for
periodic interimpaynents until inplenentation of the
prospecti ve paynent system The provision is expected to
provide equity to those agencies which have | owcost, | ow
utilization practices relative to other agencies, by

i ncreasing the per beneficiary limts. Those agenci es bel ow
the national median per beneficiary limt will have their
[imt increased by 1/3 of the difference between their limt
and the national nmedian. In addition, the provision increases
paynments to "~ new ' agencies whose first full year cost
report began after COctober 1, 1993 by two percent, and
establ i shes that agencies opening after Cctober 1, 1998 w ||
have per beneficiary limts equal to 75 percent of the wage
adj usted national nedian (calculated with a two percent
reduction).

The provision also reduces the hone health market basket
update for fiscal years 2000, 2001, 2002, and 2003, by 1.1
percentage points. Despite the increase in Medicare part B



expendi tures, the provision excludes these costs fromthe

cal cul ation of the beneficiary nmonthly premiumuntil the
prospecti ve paynent systemis inplenented. Finally, the

provi sion requires several reports on the prospective paynent
system summari zi ng research conducted by the Secretary of
Heal th and Human Services to be submitted to the Congress so
that inplenmentation of the new paynent systemis not further

del ayed. The policies contained in the bill were carefully
designed to neet adm nistrative restrictions relating to the
Year 2000.

Ef fective date.--The provision is effective upon enactnent.

Subtitle B--Oher Medicare-Rel ated Provisions

Sec. 6201.--Authorization of Additional Exceptions to |Inposition of
Penal ties For Providing Inducenents to Beneficiaries

Present | aw

The Health I nsurance Portability and Accountability Act of
1996 (HI PAA) had the effect of prohibiting nmedical facilities
fromoffering patient financial assistance prograns. H PAA
contai ned a nunber of provisions designed to toughen fraud
and abuse enforcenment. One provision--Section 231(h)(1)(C)(5)
of HI PAA--prohibited nedical facilities fromoffering
patients any kind of inducenent to receive services from any
particul ar nmedical provider. This provision was designed to
prevent ki ckbacks which the Inspector Cenera
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reported was occurring in sone circunstances.

Prior to the enactnent of HI PAA specialized nmedica
facilities, such as dialysis centers, operated prograns to
help their patients afford nedical treatnent. Exanpl es of
t hese prograns included paying patients' Medicare Part B
prem uns; giving patients free eye-gl asses and ot her services
desi gned to assist patients. The effect of the H PAA fraud
and abuse provision was to di scourage nedical facilities from
offering progranms to help patients | est these prograns be
seen as i nducenents for patients to receive services fromthe



particul ar nedical facility.
House bi |

H R 4567, the "~ Medicare Honme Health Care and Vet erans
Health Care I nprovenent Act,'' as passed by the House of
Representatives on October 12, 1998, contained provisions
whi ch woul d allow the Inspector General to develop criteria
for making Iimted exceptions to the current fraud and abuse
I aws.

H R 4567's provisions would amend H PAA in several ways:
First, the Inspector General of the Health and Human Services
Department coul d create exceptions--known as "~ safe harbors'
to the fraud and abuse rules so as to exclude specific
paynment practices fromthe H PAA provisions. Second, H R
3511 woul d allow nedical facilities to obtain advisory
opi nions fromthe Inspector General. These opinions would
provi de | egal and regul atory guidance to nmedical facilities
as to whether paynment of coinsurance or other prem uns
viol ates H PAA's fraud and abuse provisions. Finally, HR
3511 woul d al so give the Secretary of HHS interimfina
rul emaki ng aut hority which woul d speed up the process whereby
t hese safe harbors and advi sory opini ons becone effective.

Ef fective date.--The provision is effective upon enactnent.
Senat e anendnent

The Senate bill had no siml|ar provision.

Di vision J

Di vision J provides authority for the Inspector General to
pronul gate a rul e authorizing exceptions to the fraud and
abuse provisions. The provision places limts on the
I nspector General's safe harbor authority relating to
providers or health care facilities providing Medicare
suppl emental coverage to end-stage renal disease
beneficiaries. The duration of the safe harbor authority for
this particular issue will be limted to a two year period
whi ch comences on the date that the rule is pronul gated. The
provi sion also stipulates that the Conptrol |l er General shal
conduct a study that conpares any disproportionate inpact on
specific issuers of the purchase of Medicare suppl enental
policies for end stage renal disease patients. The provision
al so requires the Conptroller General to submt



recomendati ons on whet her the I nspector General's authority
to i ssue such exceptions should be extended.

Sec. 6202. - - Expansi on of Menbership of MedPAC to 17

Present | aw

The Bal anced Budget Act of 1997, Public Law 105- 33,
establ i shed the Medi care Paynent Advi sory Commi ssion ( MedPAC)
as a result of merging two commi ssions, the Prospective
Payment Advi sory Conm ssion and the Physician Paynent Revi ew
Commi ssion. MedPAC, like its predecessors, is a nonpartisan
commi ssi on whi ch advi ses Congress and makes recomendati ons
regardi ng Medi care paynent policies. MedPAC conm ssioners are
appoi nted by the Conptroller CGeneral and serve terns of three
years. The Bal anced Budget Act authorizes the Conm ssion to
have fifteen conm ssioners.

Section 4022 of the Bal anced Budget Act detailed the
criteria for nmenbership on the Conm ssion: The menbership of
t he Comm ssion shall include individuals wth nationa
recognition for their expertise in health finance and
econom cs, actuarial science, health facility managenent,
health plans and integrated delivery systens, reinbursenment
of health facilities, allopathic and osteopathic nedicine,
and other related fields of health care delivery and
services, who provide a m x of different professionals, broad
and geographic representation, and a bal ance between urban
and rural representatives.

House bi |

H R 4567, the "~ Medicare Honme Health Care and Veterans
Health Care I nprovenent Act,'' as passed by the House of
Representatives on October 12, 1998, contained provisions
whi ch woul d i ncrease the nunber of comm ssioners appointed to
MedPAC to seventeen. The addition of two conm ssioners would
enabl e the conmi ssion to reflect nore fully the diversity of
backgrounds and interests in the health policy conmunity.

Ef fective date.--The provision is effective on May 1, 1999.
Senat e anendnent

The Senate bill had no sim|ar provision.

Di vision J



Di vision J contains provisions which would increase the
nunmber of comm ssioners appointed to MedPAC to seventeen. The
addition of two nmenbers woul d enable the Conm ssion to
reflect nore fully the diversity of backgrounds and interests
in the health policy community.

Ef fective date.--The provision is effective on May 1, 1999.

Revenue Offsets for Medi care Hone Health Provisions

tax treatnent of prizes and awards

Present | aw

A taxpayer generally is required to include an itemin
inconme no later than the time of its actual or constructive
recei pt, unless the itemproperly is accounted for in a
different period under the taxpayer's nethod of accounting.
If a taxpayer has an unrestricted right to demand the paynent
of an anmount, the taxpayer is in constructive receipt of that
anount whether or not the taxpayer nmkes the demand and
actually receives the paynent. Under the principle of
constructive recei pt, the winner of a contest who is given
the option of receiving either a |unp-sumdistribution or an
annuity is required to include the value of the award in
gross income, even if the annuity option is exercised.
House bi |

No provi sion.
Senat e anendnent

No provi sion.

Di vision J

The existence of a "~“qualified prize option'' is
di sregarded in determning the taxable year for which any
portion of a qualified prize is to be included in incone. A
qualified prize option is an option that entitles a person to
receive a single cash paynent in lieu of a qualified prize
(or portion thereof), provided such option is exercisable not
| ater than 60 days after the prize w nner becones entitled to
the prize. Thus, a qualified prize winner who is provided the



option to choose either cash or an annuity not |ater than 60
days after becoming entitled to the prize is not required to
i ncl ude anmounts in gross inconme imediately if the annuity
option is exercised nerely by reason of having the option.
This provision applies with respect to any qualified prize to
whi ch a person first becones entitled after the date of

enact nent .

In addition, the provision also applies to any qualified
prize to which a person becane entitled on or before the date
of enactnment if the person has an option to receive a | unp-
sum cash paynent only during sone portion of the 18-nonth
period beginning on July 1, 1999. This is intended to give
previous prize winners a one-tinme option to alter previous
paynent arrangenents.

Qualified prizes are prizes or awards from contests,
lotteries, jackpots, ganmes or simlar arrangenents that
provide a series of paynents over a period of at |east 10
years, provided that the prize or award does not relate to
any past services performed by the recipient and does not
require the recipient to performany substantial \1\ future
service. The provision applies to individuals on the cash
recei pts and di sbursenents nethod of accounting. Income and
deductions resulting fromthis provision retain their
character as ordinary, not capital. In addition, the
Secretary is to provide for the application of this provision
in the case of a partnership or other pass-through entity
consisting entirely of individuals on the cash receipts and
di sbursenments net hod of accounting.

\'1\ Appearing in advertising relating to the prize or award
is not (in and of itself) substantial.

Any offer of a qualified prize option mnmust include
di scl osure of the nethodol ogy used to conpute the single cash
paynment, including the discount rate that nakes equival ent
the present values of the prize to which the prize wi nner is
entitled (or relevant portion thereof) and the single cash
paynent offered. Any offer of a qualified prize option mnust
also clearly indicate that the prize winner is under no
obligation to accept any offer of a single cash paynent and
may continue to receive the paynments to which he or she is



entitled under the terns of the qualified prize.

Ef fective date.--The provision applies with respect to any
qualified prize to which a person first becones entitled
after the date of enactnent. In addition, the provision also
applies to any qualified prize to which a person becane
entitled on or before the date of enactment if the person has
an option to receive a | unp-sum paynent only during sone
portion of the 18-nonth period begi nning on July 1, 1999.
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Omnibus Consol i dated and Enmergency Suppl emental Appropriations Act,
1999

(di scretionary budget authority, in billions of dollars)

Di vi si on A--Omnibus Appropriations:

Agri CUl L Ur . 13.

Agriculture emergency funding............ .. . .. . . 5.
Commerce, Justice, State............. .. . . . . 33.
District of Columbia..... ... ... . . 0.
Foreign Operations \ 1\ . ... ... ... 31.
0 = T T 13.
Labor, HHS, EBducati on. . ......... ... e 83.
Transportati ON. . .. ... e 13.
Treasury, Postal Service........ ... .. e 13.
M scel | aneous appropriati ONS. ... .. ... 0.
O fSet S, o -2
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Subtotal, Division A ......... .. ... .1

Di vi si on B--Energency Suppl enental Appropriations:
MIlitary readi ness and overseas contingency operations.............. .8
ANt Tt BT Or T SIM L . e .4
Year 2000 CONVEI S ON. ..ottt e e e e e e e e e .4
QL her emBrgenCl BS. . . o o e .5
Counter-drug activities and interdiction............ .. ... ... ........ .7
Subtotal, Division B............... .. . .. ... .9
Recap
Total, regular appropriations............ .. .. . .. .. .. 203.0
Total, emergency agriculture and suppl enental appropriations...20.8
Total , of fSet S. .. .8
Total, funding....... ... ... 0
Appropriations subject to allocation \2\.......... ... .. ... .. ... ... ... 9
Remaining allocation \3\. .. ... . . . . . . . . 1
Appropriations vs. allocation........ ... ... .. . . . . . . . .. . . .2

\1\ Includes $17.9 billion for the International Mnetary Fund.

\2\ Excludes $1.1 billion in transportati on budget authority for
transit prograns, which is scored as obligation |imtations for

Congr essi onal Budget Act purposes.

\3\ Allocation available after scoring of all other bills. Includes al

adjustnents to allocations permtted by the Congressi onal Budget Act.
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